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INTRODUCTION

1 Q. How is your Surrebuttal Testimony organized?

2 I intend to first provide a summary of RUCO's position, then address the rebuttal

3 testimonies of witnesses Overcast and Jones together in the following format:

4 1 . RUCO's recommendations

5 2. Allocation of Distribution System Costs

6 3. Rate Mechanism for Recovery of Fixed Costs

7 4. Recent Fixed Charge Proposals

8

9

1 0

5. Concerns Regarding Fixed Charges

6. Earnings Risk

7. Tiered Rates

1 1

1 2 Q. Do you have any corrections to your direct testimony?

13 Yes, on page 32 line 14, strike RUCO and insert TEP.

14

15 Q. Do you have any modifications or additions to your rate design proposals

16 presented in your Direct Testimony?

17 Yes, based on the recent UNS Electric ACC decision, I recommend several

18 modifications to the positions put forward in my Direct Testimony. These include:

19 1. Recommend setting the fixed charge on Time-of Use ("TOU") based rates to

20 $10 and $13 for non-TOU or demand rate plans

A.

A.

A.

2
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1 2. Recommend adopting a two window winter peak for the RUCO default TOU

2 rate

3

4

5

6

7

3. Recommend adopting RUCO's RPS Credit option (also labeled the RES Credit

option in Direct Testimony) in the interim before Phase ll. Customers could

have the option to apply the credit rate on all their production or just exports.

Recommend the approval of TORS program

Recommend a $6 meter fee in the interim for those on the net metering rider

8

9

10

11

12

One could argue that the theme of the UNS Electric rate case was the modernization of

rates. In fact, Judge Rodda in the ROO for UNS Electric rate case may have put it best

when she said "the time is ripe for a more modern rate design."1 In the UNS Electric

decision, a strategy was implemented to take the beginning steps of modernizing rates

13 by:

14 •

1 5

16

1 7

18

19

20

lncentivizing customers on two-part traditional rates to switch to a Time-of Use

("TOU") based rate. This is because TOU based rates align closer to system costs

and send better price signals to customers than a two-part traditional rate. The

strategy implemented sets a date for transition, about six months out, when the

fixed charge on all TOU based rates will be reduced from $15 to $12. The fixed

charge on the two-part traditional rate would remain at $15. This $3 differential will

provide the incentive for customers to select a TOU based rate.

1 UNS Electric Recommended Opinion 8< Order Page 66 Line 9

3

4.

5.
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1 •

2

The two-part TOU rate offered by UNS Electric, now becomes the default rate for

all new residential customers.

3

4

5

6

7

8

Addressing the Company's three-part mandatory demand charge for DG

customers and changes to net-metering, were moved into a Phase II which is to

commence once the open Value of Solar Docket has concluded.

RUCO's RPS Credit option was adopted as another option for DG customers that

provides certainty for both DG customers and non-DG customers alike and is not

reliant on rate design for DG customers or the Value of Solar docket.

9

10

A meter charge was implemented for DG customers to account for the increased

costs of providing service to a DG customer.

1 1

12 1. RUCO's Recommendations

1 3

14 Q.

a. Rate Design for All Residential Customers

What is RUCO's recommendation regarding fixed charges for residential

1 5 customers?

16

17

1 8

19

20

21

In order to modernize rate design and incentivize the adoption of more TOU rates,

RUCO recommends a strategy much like that adopted in the UNS Electric rate

case. The fixed charge for all rates should be increased to $13 after the<\»

Commission order. An educational campaign, lasting six months from the date of

final order, should then be undertaken, by the Company, to educate customers , 1

about TOU rates and the tools provided to allow customers to control their usage

22

23

and be successful on these types of rates. At the end of the six months, the fixed

charge on TOU based rates should be reduced to $10. This provides the same

A.

4
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1 incentive as the UNS Electric rate case, enticing customers to transition to TOU

2

3

4

rates. Although there is no evidentiary basis for a fixed charge higher than $10,

raising the fixed charge to $13 provides the needed amount of fixed charge

differential to create an incentive for customers to select Tou based rates. The

5 proposed timing also minimizes the argument that increasing the fixed charge only

6 on two-part traditional rates is punitive.

7

8 Q. What is RUCO's recommendation for a default rate for residential

9 customers?

1 0 RUCO continues to recommend that the Company's default rate for new residential

11 customers, and large customers, should be RUCO's two-part TOU rate. This

12 recommendation continues the theme of modernizing rates, while maintaining

13 customer choice.

14

1 5 Did the UNS Electric decision provide a guide for the TOU periods?

1 6

17

Yes, a four hour peak period with two time Windows for the dual winter peak.

RUCO's proposed default TOU had this exact same four hour window. To conform

18

19

with Commission direction regarding the winter peaks and the fixed charge

differential, I have slightly modified RUCO's proposed default TOU.

20

A.

A.

Q.

5
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3 b. RPS Credit Option

4 Q. In light of the procedural order that created a Phase II for this rate case,

I
1
iI
i

should RUCO's recommendations of the RPS Credit option and meter charge

6 be pushed to Phase ll?

7

I

7
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1

z

3

4

5

6

7

8

9

10

1 1

12

13

No, the idea of the Phase II proceeding, in this case, came from the UNS Electric

rate case and RUCO would argue that it is designed to mirror at. The motion filed

by the Company in this case, requesting a Phase ll proceeding, is limited in scope

to "changes to net metering and mandatory three-part rates for new DG

customers." The language in the procedural order limits the scope of Phase ll to

issues "related to changes to net metering and rate design for new DG customers."

Neither the RPS Credit option nor the meter charge for DG customers falls within

either of these scopes. If one were to argue that they did, they would also, by

implication, have to argue that revenue allocation, revenue requirement, and fixed

charges are also related. This type of reasoning seems to go far beyond the spirit

and intent of the Phase ll proceeding, which is to wait until the Value of Solar

docket is complete to make decisions on issues in this case, that are directly

impacted by that docket.

14

1 5

16

17

1 8

19

Additionally, in the UNS Electric rate case, Commissioners Stump and Tobin each

proposed amendment that were subsequently adopted unanimously by the

commission, specifically relating to RUCO's proposed RPS Credit option and the

metering charge for DG customers. By the Commissioners not pushing these

issues to Phase ll, they demonstrated that these issues either 1) needed to be

20

21

22

addressed with some urgency or, 2) as RUCO suggests, there was no need to wait

because they were separate from the issues directly related to the Value of Solar

docket. Either way, it is clear that there is no need to push these issues into the

A.

8
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1

2

Phase II proceeding. Now is the time to address them. Keeping these options on

the table for Commissioner consideration, as intended, is the prudent thing to do.

3

4 Q. Does RUCO still support the RPS Credit Option?

5 Absolutely, with one modification. To accommodate concerns heard from solar roof

6

7

top representatives, RUCO now allows a choice to prospective solar customers

about whether or not they want the credit rate applied to all of their production or

8 just exports.

9

1 0 Q.

11

Do export only customers fully count towards the capacity in a given

tranche? ,

12 Yes, the full system capacity would apply,

13

1 4 Q.

15

For the "Capacity per Tranche" figures in your Direct Testimony, please

provide the basis for the level of capacity in each tranche.

16

17

18

The basis for each capacity tranche in the RPS Credit Option was formulated to

create an average blended rate across all tranches of around 7.7 cents/kWh. This

conforms with RUCO's long-term breakeven analysis. The capacity targets are

19 also close to yearly REST compliance targets.

20

2 1

A.

A.

A.

9
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1 Q.

2

For the "Price per Tranche" figures in your Direct Testimony, please provide

the basis for the rate level in each tranche.

3

4

5

6

RUCO attempted to set the decline rate roughly equal to historical system cost

declines. RUCO chose a yearly 7% decline rate. Reported system prices of

residential and commercial PV systems declined 6%-7% per year, on average,

from 1998- 2013, and by 12%-15% from 2012-2013 (depending on system size).2

7

8 Q. Please indicate whether and how the proposed rate for the final tranche

9 would be updated over time.

1 0

1 1

12

1 3

The final rate would be the Market Cost Comparable Conventional Generation

("MCCCG") rate plus any adder the Commission deems reasonable in a post-RpS

compliance environment to recognize the local renewable energy attributes. The

MCCCG rate is updated every year.

1 4

1 5 Q. Can a customer's fixed charge be reduced through the RPS credit Option?

16 Assuming a large enough system, yes.

17

18 Are there other details to call out?

1 9 Perhaps. RUCO does not intend to stray from current DG related rules when

20 approaching the RPS Credit Option. For example, a bill could not go negative and

2 Photovoltaic System Pricing Trends, 2014 Edition, US DOE SunShot:
http://www.nrel.qov/docs/fv14osti/62558.pdf

A.

A.

A.

Q.

A.

10
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1

2

any excess would be paid out at wholesale rates during the same time period that

currently exists for NEM. '

3

4 Q. What about concerns of customer confusion with the step downs?

5

6

7

Just like UFI's, I fully expect the Company will provide adequate notice when a

capacity tranche starts to run out of capacity. As an example, like years before,

TEP would notify the installer Listserv and post a message on the website.

8

9 Q.

10

Can capacity levels and credit rates be adjusted on a going forward basis in

the months and years ahead?

1 1

12

13

14

15

1 6

Absolutely. The structure is very flexible to accommodate new policy directions,

technology, locational data, etc. Unlike net metering, the RPS Credit Option can

accommodate the following:

State policy goals that guide the capacity targets

Locational value, technology (west facing, advanced inverter) and reliability

adders can be integrated into credit rates

17

18

19

20

21

Regular check-ins can occur at Commission discretion to respond to changing

market conditions and technological developments

4. More peak demand based rates because the value proposition does not

depend upon the underlying rate design, so one can couple EE and demand

reducing technologies with solar without tradeoffs.

A.

A.

3.

2.

1.

11
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1 Finally, if the Commission so wishes, the RPS Credit Option can easily be adapted to

2 incorporate the outcome of the Value of Solar docket.

3

4 Did RUCO review the TORS program?

5

6

7

8

9

10

Yes, RUCO reviewed the TEP Owned Residential Solar (TORS) program with a

particular focus on the cost parity issue. I found that TEP owned rooftop solar were

44% less expensive than a NEM based PV system on current rates. While that

figure drops to approximately 25% less expensive, if a societal time value of money

rate is applied, l did not factor in lost adjuster revenue or local tax revenue losses

from NEM based systems.

1 1

1 2 Q. Does this conform with earlier opinions on the program?

13

14

15

16

Yes, and then some. The benefits to ratepayers is higher than anticipated and I

am not even factoring in other possible benefits of the TEP program that are not

provided by NEM based systems. What the analysis points to is that rooftop solar

can be obtained for a much lower price to the benefit of all ratepayers.

17

1 8 Do existing TORS systems align with the cost parity principle?

19 Yes.

20

2 1 Does RUCO continue to support the expansion of the TORS program?

22 Very much so.A.

A.

Q.

Q.

A.

A.

Q.

12



Surrebuttal/Settlement Testimony of Lon Huber
Tucson Electric Power Company
Docket No. E-01933A-15-0322

1 c . Meter Fee

2

3 Q. Does RUCO recommend a $6 meter fee for net metering customers?

4 Yes.

5

6 Q. How did RUCO arrive at this figure?

7

8

9

1 0

1 1

12

RUCO utilized TEP filed REST implementation plan budgets to determine that the

Company charges for the direct hardware costs of solar specific metering through

the REST surcharge. RUCO then examined the TEP marginal cost study CAJ-1,

Schedule 1 , to estimate the administrative costs and the monthly hardware related

costs per customer. To simplify the calculation, RUCO made the assumption that

there is not a substantial cost difference between a standard residential AMR

13

14

15

16

17

meter and a PV production meter. This relates to both hard and soft costs. To

formulate the monthly amount from the marginal cost study, RUCO added lines 5,

13, half of line 14, 18, 19, and 20 to arrive at a figure around $6 per month. It is

important to note that this figure errs on the conservative side because it does not

take into account the incremental additional cost of an "upgraded" bi directional

18 meter a solar customer also needs.

19

/,l//

A.

A.

13
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¥

1

1 2. Allocation of Distributio n§ysteljr3 Cos_ts

2 Q.

3

Are there cases where public utility commissions have adopted the use of

the basic customer method over the minimum system method to allocate

4 distribution system costs?

5

6

Yes, there are many. Twill provide just a few examples. In Utah, the Public Service

Commission adopted a classification system mostly based on demand and

7

8

9

1 0

1 1

12

rejected use of the minimum distribution system methods. In Washington, the

Commission also rejected the minimum system method stating that "the minimum

system method is likely to lead to the double allocation of costs to residential

customers and over-allocation of costs to low-use customers.4" In Maryland, in a

case with Baltimore Gas and Electric, the Commission approved the NCP method

and rejected the minimum size methods. According to witness Baatz, "the basic

13 service method (also known as the basic customer method) is a common method

14 used in over 30 states.116

1 5

16 Q. Please summarize the Company's argument against use of the basic

17 customer method to allocate customer costs.

1 8

19

20

The crux of the Company's argument against the basic customer method is

reflected in the following statement by witness Overcast: "advocates of the basic

customer method fail to recognize that class NCP is more appropriately used in

3 Utah PSC Order, Docket No. 81-035-13.
4 WUTC v. Puget Sound Power and Light Company, Cause U-89-2688-T, Third Supp. Order, p. 71, 1990.
5 Maryland PSC Case No. 8070.
6 Baatz, p 9, line 7

A.

A.

14
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1

2

circumstances where there is far more diversity in load (e.g. at the substation).

Class NCP alone is inappropriate for local facilities that are closer in proximity to

3 customers they serve.517

4

5 Q. What is the problem with this reasoning?

6 What witness Overcast fails to mention is that there is increased diversity in load

7 for any common facility that is shared among multiple users. This is true not just of

8 transmission transformers, or substations, or feeder lines, it is true even of local

9

10

1 1

branch lines feeding individual customers. Moreover, he fails to define exactly how

close to the customer a facility needs to be before it becomes a "customer facility."

No clear rationale or boundary is presented for when and where certain facilities

12 that are common to many users should be considered customer-related costs

13 versus demand- or energy-related costs.

1 4

15 Q. What does RUCO believe the appropriate boundary should be?

16

17

18

RUCO believes that any common facility that has the potential to be shared by

multiple users should not be classified as a customer-related cost, and therefore

should not be recovered through a fixed customer charge. Failure to provide this

19

20

clear boundary would create a slippery slope whereby any common facility __ all

the way up to the power plant - could be labeled as a "customer cost." Such an

7 Overcast, p 13, line 20

A.

A.

1 5
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1 outcome is neither fair nor logical, and would not promote efficient consumer

2 behavior.

3

4 Q. What does RUCO think the Company intends to propose in the long term?

5

6

7

8

9

10

The CCOSS completed by the Company indicates each customer incurs a fixed

cost of $93.61 per month**. It can be inferred that the Company aspires to a $93.61

per month customer charge in the long term. The discussion of increased fixed

charge beyond the current $10 per month and even the proposed $20 per month

in this docket will likely just continue unless the Commission establishes a clear

precedent for which costs are appropriate to include in a fixed customer charge.

1 1

12 Q.

1 3

Why is a discussion of a fixed charge between the current $10 per month

and the CCOSS $93.61 per month concerning?

14

15

16

17

18

19

20

2 1

Not only is RUCO is deeply concerned about the prospect of a $93.61 per month

fixed charge, RUCO is also concerned that a ruling that does not address the

boundaries of residential customer charges will make this topic one of the most

contentious issues in all future rate cases. Utility fixed costs are not a new

occurrence, utilities have always had high fixed costs. Moreover, the ask for higher

charges are not due to the availability of any new technologies. Therefore, without

a fence line, the Company is likely to continue to propose increasingly higher fixed

charge between the currently approved customer charge and the CCOSS $93.61 .

8 Direct Testimony of Craig Jones p, 44, line 2

1 6

l

A.

A.
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1 Witness Overcast claims that the basic customer method is at odds with the

2 NARUC Electric Utility Cost Allocation Manual. Is this true?

3

4

5 119

6

This does not appear true from the evidence presented. Overcast points to a

passage from the NARUC Manual which states that "the utility must classify

distribution plant data separately into demand- and customer- related costs.

However, the basic customer method also does this. The only difference is that the

7 basic customer method classifies customer-related distribution costs more

8

9

precisely than what the Company has proposed. That is, the distribution plant

designated as customer-related is limited to the service drop and customer meter.

1 0

11 Q. Does the NARUC Manual provide any caveats on the use of the minimum

12 system method?

13

1 4

Yes. The manual states: "Cost analysts disagree on how much of the demand

costs should be allocated to customers when the minimum-size distribution

15

16

17

method is used to classify distribution plant. When using this distribution method,

the analyst must be aware that the minimum size distribution equipment has a

certain load-carrying capability, which can be viewed as a demand-related cost."*0

18

19

9 Overcast, p 14, line 14.
10 NARUC, Electric Utility Cost Allocation Manual p 95.

A.

A.

Q .

17
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1 Q. What limitations could there be in relying on any approach outlined in the

2 NARUC manual?

3

4

5

6

7

8

9

Generally speaking, traditional cost classification methodologies, including those

outlined in the NARUC Manual, start from the premise that there are only three

types of cost drivers: energy, demand, and customer. In reality, there could be

many, many more factors that are left out of this initial list. For example, in a rural

community the number of poles, and length of conductor required may be more

linked to the distance to reach each remote property than it is to the overall number

of customers. However, the manual does not include a "Distance from Substation"

10

11

1 2

classification through which these incremental costs could be assigned. Thus, the

default tendency is to assign costs driven by these other factors (other than energy,

demand, or customer) to the customer category, even if they are not customer-

13 driven.

1 4

15 What does RUCO suggest to overcome these limitations?

16

17

18

Short of a radically different method for classifying costs that includes a variety of

other factors, RUCO believes that a fairway to allocate costs is to apply a "benefits

received" principle.

1 9

20

A.

A.

Q.

1 8
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1 What other literature does Overcast cite in support of the minimum system

2 method?

3 Most of the writings that Overcast cites are decades old, including articles from

4 1891 (Clark), 1896 (Greene), 1900 (Doherty), 1919 (Eisenmenger), 1956

5 (Caywood), 1963 (Bary), and 1991 (nARc).

6

7 Q. How does RUCO think these texts should be considered?

8

9

10

11

We should approach these with caution. By Overcast's own standard, reports as

recent as 2000 are "dated" and do not "have the advantage of the latest empirical

researchil." Relying predominantly on older writings suggest that industry

practices and thinking have not changed over the last 25 to 125 years. It also

12

13

1 4

15

presents a false notion that there is some scientifically perfected approach to cost

allocation that has evolved over the years. The reality is that there is always some

subject iv i ty  invo lved and there  are  many just  and reasonable  ra tes that

commissions have adopted over the years that do not conform to the minimum

16 system approach.

17

18

19

11 Overcast, p 39, line 20.

A.

A.

Q.

1 9
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1 Q . Witness Overcast claims to present empirical evidence proving a causal

relationship between distribution system costs and number of customers.

Does RUCO believe the empirical data presented supports this conclusion?

No. Overcast presents two pieces of evidence to support this claim, but neither

succeeds in proving causality.

7 Q. Please explain.

The first piece of evidence presented is a regression analysis in which customers

are set as the independent variable and distribution plant costs are set as the

dependent variable'2. However, Overcast's approach omits many other potential

explanatory variables, besides number of customers, that could also be used to

demonstrate causality. In fact, Omitted-Variable Bias is recognized by statisticians

as one of the major pitfalls that must be avoided in any statistical analysis that is

seeking to There are many potential explanatory

variables that Overcast omitted in his analysis, including total kph sales, total kW

demonstrate causality*3.

demand, size of the typical or average new customer (kW), size of the customer

lot (acreage), geographic location, distance from substation, local jurisdiction, time,

value of assets that have reached their useful life (among a long list of others).

Without a comprehensive analysis of these and other variables it is not possible to

conclude that distribution costs have a causal link specifically to number of

customers.

Overcast, p 36, line 18.
See for example:http1//statisticalhorizons.com/prediction-vs-causation-in-regression-analysis
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1 Q .

2

Does the Company agree that costs classified as "customer costs" could be

driven by factors other than the number of customers?

3 Yes. In his direct testimony, witness Jones stated: "a utility incurs costs based on:

4

5

(1 ) the number, size, geographic location and type of customers, (2) a combination

of several measures of customer demand, or (3) a measure of the energy used by

6 customers"14 (emphasis added).

7

8 Q. What other evidence does witness Overcast provide?

9 The second piece of evidence includes a table examining the number of

1 0

1 1

distribution transformers used by the residential class compared to the total

system'5. There are two problems with this analysis. First, the total number of

1 2 transformers used by the residential customer class may not be reflective of the

13 total cost of those transformers. Second some transformers could be used by

14

15

multiple customer classes. Without insight into both of these factors, it is not

possible to conclude which allocation method better reflects distribution cost

1 6 causation.

17

18

14 Jones, direct testimony, p 18.
15 Overcast, p 37, line 4.

A.

A.
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1 3. Rage mechanisms for recovery Qf fixed costs

2

3 Q.

4

a. Using fixed charges to recover fixed costs

Does witness Overcast's rebuttal testimony on page 29 accurately

characterize RUCO's position on recovery of fixed costs via fixed charges?

5

6

7

No. Witness Overcast misinterprets RUCO's position. RUCO has never claimed

that fixed charges should never be used, or that they are never justified. But rather,

RUCO is merely observing that there is no scientific based reason that fixed

8

9

1 0

1 1

charges must be used to recover fixed costs. Moreover, there is no scientific rule

regarding the amount of fixed costs that should be recovered in fixed customer

charges. instead, there is a great degree of subjectivity in how rates can be

designed to recover fixed costs and the many considerations that must be

1 2 balanced .

1 3

14 Q.

1 5

Are there any examples in Arizona where a customer-related fixed cost was

not recovered through a corresponding fixed charge for subjective policy

16 reasons?

17

18

19

20

21

Yes. One example of this is the current policy the Commission has approved for

line extensions. This is a clear case in which customer is imposing a cost on the

distribution system, yet these costs are not recovered by that customer through

corresponding fixed charge. In fact, the link between the specific customer and

specific cost imposed is much more clear cut in that instance than what TEP has

22

23

A.

A.

proposed. It also demonstrates that the principle of cost causation, while important,

is not strictly applied or is not the sole determining factor in all cases.
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1 Q . Given that the principle of cost causation is not the sole determining factor,

2 what are some other considerations beyond cost causation that must be

3 balanced in rate design?

4

5

There are many factors that must be balanced including economic efficiency,

avoidance of undue discrimination, rate stability, and promoting efficient use of

6 energy over the long term.

7

8 Q. Does Dr. Overcast appropriately balance all of these considerations?

9 No. Dr. Overcast seems to suggest that the overriding factor upon which rates

1 0

1 1

should be determined is a narrow definition of what constitutes "economically

efficient rates." In reality, academic theories about which rates are most efficient is

12

13

simply one factor that must be balanced against other factors for determining just

and reasonable rates, and should not overshadow other equally important factors.

14

1 5 Q.

16

Witness Overcast states that "rate practitioners have recognized the need to

recover fixed customer costs in fixed charges."1° Does RUCO agree?

17 RUCO doesn't dispute the notion that there are customer-related costs, nor that

18

19

20

this concept was conceived of long ago. RUCO agrees that recovery of a limited

set of customer-specific costs through a fixed charge can be justified. However,

we disagree with the Company about the extent of fixed costs that should be

16 Ibid, line 18

A.

A.

A.
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attributed to a single customer, versus costs that are commonly shared among

multiple customers, and which should not be recovered through fixed charges.

b. Matching costs and rates

5 Q. What rationale does the Company give for the use of fixed charges to recover

fixed costs?

Witness Overcast states that "It is only through the use of fixed charges to recover

fixed costs that the matching principle of rates is satisfied.*7" Elsewhere, Overcast

states that the matching principle "provides that the rates charged should match

the costs for all customers."18

12
1

i

! What does the American Public Power Association say about matching

rates and costs?

In a recent paper, APPA states that "No rate design will perfectly match costs and

rates."*9 RUCO agrees with this statement.

Ibid, p 30, line 7
Ibid, p 19, line 10
http;//www.publicpower.orq/files/PDFs/Rate_ Design for DG- Net Metering final.pdf

Q.
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1 Q. Does RUCO agree that the matching principle suggests that all fixed costs

should be recovered through fixed charges?

Not at all. Others have defined this principle as follows: "matching revenues with

related expenses and investments in the time period they occur."2° In many

applications of the matching principle, the overarching concern is whether

revenues collected match the costs incurred over a specific period of time, without

particular consideration of the design of rates used to collect those revenues.

What would be the implications of perfectly matching costs with rates for

individual customers?

In theory, if each individual customer was charged a set of rates that perfectly

matched costs, customers would experience real-time energy rates that fluctuate

minute by minute to recover marginal fuel and operating costs. They would also

experience a real-time demand rate to recover system generation costs which

would be very high in summer peak hours and very low in the winter. They would

also experience a real-time demand rate that was unique to their local distribution

system. Finally, they would experience a customer charge that was unique to each

individual customer and would reflect the specific costs of metering, billing, and the

service drop for that customer. Any averaging of customer charges would violate

the matching principle as there would undoubtedly be variations in the exact cost

of the service drop and customer meter.

http://www.aarp,orqlcontent/dam/aaro/aarp foundation/2012-06/increasinq-use-of-surcharqes-on-
consumer-utiiitv-bills-aarp.pdf
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1 Q. Does TEP's proposal accomplish this?

2 No.

3

4 Q.

5

6

Can you provide an example of how the Company's proposal to include

distribution system costs in the customer charge (other than the service

drop and customer meter) would violate the matching principle?

7 Yes. Under the Company's proposal, if a new housing development were

8

9

constructed in the Company's service territory, new distribution system costs

(other than the service drop and customer meter) would undoubtedly be incurred,

10

1 1

some of which would be classified by the Company as customer-related costs.

This means that existing customers would pay higher customer charges, despite

12 not having incurred those costs.

13

14 Q. Does the minimum system method violate the matching principle?

1 5 Yes. By collecting revenue for demand related costs in the customer charge, the

16 rates that result violate the matching principle. By contrast, the basic customer

1 7

18

method limits the customer charge to a narrower set of costs that can be attributed

to the customer with a greater degree of certainty and precision.

1 9

20

21

A.

A.

A.
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1 Use of volumetric rates to recover fixed costs

2 Q.

3

Does witness Overcast's example on p. 31 successfully prove that it is "not

logical" to use kph charges to recover fixed costs?

4 No. Witness Overcast's example is flawed because it presumes that all fixed costs

5

6

(including generation, transmission, and distribution) are customer-related and

caused by individual customers. As a counter example, consider the same system,

7

8

9

with two customers. Let's assume that a third customer is added to the system one

year later, but the existing generation, transmission, and distribution infrastructure

is sufficient to serve all three. No additional generation, transmission, or distribution

1 0

1 1

12

13

1 4

costs are imposed on the system, and therefore the third customer is not a cost

causer for these categories. In this case the only new fixed costs imposed would

be costs to connect the new customer to the system (e.g. service drop and

customer meter). If the fixed costs of generation, transmission, and distribution

were recovered solely through a fixed customer charges there is no way to avoid

15

16

17

18

the following dilemma: either the third customer pays nothing (which is unfair), or

all three pay a fixed charge (which violates the principle of cost causation). in this

case, a kph charge is both fair and logical, since it better reflects each customer's

use of the shared assets, and thus the benefits received.

1 9

20

21

A.

c.
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1 Q . What does the Company say regarding the benefits received principle RUCO

2 raised in its testimony?

3 Dr. Overcast claims that "the benefits received argument has no basis for setting

4 rates."2* On the contrary, the principle of "beneficiary pays" has been used

5 extensively as a basis for allocating costs of shared network assets.

6

7 Q. Where has this principle been used?

8 The Federal Energy Regulatory Commission (FERC) has adopted a "beneficiaries

9 pay" approach for years to allocate costs of shared transmission network assets.

1 0 As it has stated, "The cost of transmission facilities must be allocated in a

1 1 manner that is at least roughly commensurate with estimated benefits.22" The

12 courts have also upheld this approach as an extension of the principle of cost

13 causation: "To the extent a [customer] benefits from the costs of new facilities, it

14 can be said to have 'caused' a part of those costs to be incurred, as without the

15 expectation of its contributions the facilities might not have been built, or might

16 have been delayed."23 As FERC's example demonstrates, there is clearly a basis

17 for considering benefits received as a consideration in the formulation of rates to

18 recover shared network infrastructure. This aligns with the approach of recovering

19 fixed costs through volumetric rates since kph consumed can be seen as "roughly

20 commensurate" with benefits received.

21 Overcast, p 37, line 21
22 FERC. (2010). Transmission Planning and Cost Allocation by Transmission Owning and Operating
Public Utilities, Docket No. RM10-23-000, June 17, 2919.
23 Illinois Commerce Commission v. FERC, 576 F.3d 470, 476 (7th Cir. 2009).

A.

A.
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1 d. Economic theories of efficient rates

2 Q. Setting aside other factors that must be considered, what does this theory

3 tell us about setting economically efficient prices?

4

5

6

Economics would tell us that the best way to set efficient prices is to allow the free

market to do so. In fact, price regulation of utilities is intended to be a "second best"

alternative to competition in the case of a natural monopoly. If we turn to free

7

8

9

10

1 1

12

13

1 4

15

16

market as a guide, we can easily observe plenty of examples of products and

services with high fixed costs that don't have fixed charges. If competition can

provide regulators with any insight into efficient price formation, it is that there are

no hard and fast rules about fixed costs and fixed charges. Gasoline is just one

example that RUC() offered in its direct testimony but there are many others (e.g.

per hour rentals, transportation services, etc). As witness Jones pointed out, and

RUCO also acknowledges, there are differences in how the petroleum industry

operate compared to electric utilities. Some of these factors (e.g. obligation to

serve) may even compel a certain pricing regime for utilities, however, it's not

readily apparent that high fixed costs is one of those factors

1 7

18 Q.

1 9

What is the potential role of fixed charges in terms of encouraging

economically efficient customer decisions?

20

21

22

23

A major purpose of efficient pricing is to send price signals that consumers can

interpret and respond to, based on their individual preferences. However, the only

customer decision that could possibly be influenced by a fixed customer charge is

whether or not to connect to the system. Thus a fixed customer charge that

29

A.

A.
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1 includes more than the marginal cost to connect to the system is by definition

2 inefficient.

3

4 Q. What does witness Overcast say regarding the theory of efficient rates?

5

6

7

8

Dr. Overcast states that utilities are a "declining cost industry" and that "[u]nder the

economic theory of optimal rates, the customer charge would be higher than the

TEP proposed customer charge and higher even than the allocated customer costs

because marginal costs are low."24 (emphasis added).

9

1 0 Q. What does witness Jones say regarding marginal costs?

1 1

12

13

14

Jones' direct testimony includes the Company's Cost of Service Study, and reports

that that marginal customer costs are higher than embedded costs ($29.49 per

month versus $15.67 per month). As he states, "the depreciated original cost for

these assets is far below the replacement cost for these assets.»25

15

16 What is RUCO's view of these statements?

17

18

19

20

The statements appear to be inconsistent. On the one hand, witness Overcast

suggests that a higher fixed charge is partly justified due to high embedded costs

and low marginal costs. On the other hand, witness Jones demonstrates the

opposite -- that embedded customer costs are actually lower than marginal costs.

24 ibid, p 30, line 19.
25 Jones, p 31, line 15.

A.

Q.

A.

A.
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1 4. Recent fixed charge PNQPOSaJS

z Q.

3

How many utilities does Dr. Overcast claim have customer charges over $20

per month?

4 Dr. Overcast claims that "there are about 1000 electric utilities with residential

5

6

customer charges above $20 per month."26 This is apparently based on data from

OpenEI Utility Rate Database, which is cited in Dr. Overcast's testimony.

7

8 Q. Does RUCO have any concerns about the OpenEI Utility Rate Database?

9

1 0

Yes, I have major concerns. Many of the utility rates included in the OpenEI Utility

Rate Database, cited by Overcast, are commercial, general service, or multi-family

1 1 rates -- not residential rates as Overcast claims. Moreover, some rates have been

12

1 3

1 4

closed for 20 years (despite being listed as open in the database). Other rates

included in this dataset apply to mountain top service, grain-drying operations,

farms, cotton gins, grain bins, RV parks, master-metered apartments, and other

15

1 6

situations that are not single family residences. Additionally, the database includes

multiple rates for the same utility, leading to a strong possibility for over counting.

17

18 Q.

19

Upon review of the OpenEI data, are you able to accurately discern how

many utilities' have customer charges above $20 per month?

20

21

No. It is my opinion the OpenEI database cannot be relied upon to determine the

number of utilities with residential fixed customer charges above $20 per month

26 Overcast Rebuttal Testimony at p. 32, line 14

A.

A.

A.
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1 for single-family residences due to the above mentioned integrity and

2 categorization issues.

3

4 Q. How many utilities does Overcast claim are increasing fixed charges?

5 Dr. Overcast claims there are "literally thousands of utilities"27 that are increasing

6 customer charges.

7

8 Q. Is any evidence presented to support this claim?

9 No. Dr. Overcast does not provide any further details to indicate precisely how

10 many or which utilities have adopted these increases in recent years. Moreover,

1 1 he does not indicate which rate classes the charges apply to, whether these

12 increases have been approved for implementation or merely proposed, or the

1 3 magnitude of the increases being proposed or implemented.

1 4

15 Q. What other data might indicate how many utilities are increasing fixed

16 charges for their residential customers?

17 According to a recent report, thirty seven utility proposals for increased residential

18 fixed charges were decided in 2015. Sixteen of these decisions failed to approve

19 any increase in fixed charges.28 These numbers demonstrate that there are far

27 Ibid. p, 31 line 23
28 North Carolina Clean Energy Technology Center 8< Meister Consultants Group, The 50 States of Solar:
2015 Policy Review and QS Quarterly Report, February 2016.

A.

A.

A.
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1 fewer utilities implementing increased fixed charges than the "literally thousands"

2 claimed by Dr. Overcast.

3

4 Are there other relevant points from these reports you would like to include?

5 Yes. The NC Clean Energy Technology Center 50 States of Solar 2015 Policy

6

7

8

Review includes several takeaways regarding fixed charges as they apply to all

customers (including non-solar customers). Of the 37 fixed charge decisions that

were decided in 2015, the median initial fixed charge for these utilities was $8.89

9

10

1 1

12

per month and the median proposed fixed charge was $17.25 per month. In nearly

half of the cases (16 cases) no increases in fixed charges were approved. The

approved fixed charges raised the median to $10.85 per month, an increase of

$1.85 per month.29 The Company's proposed fixed charge increase is not in line

13 with previous decisions.

14

15 5. Concerns regarding increased fixed charges

1 6 In its testimony, RUCO listed several potential concerns others have raised

17

1 8

regarding the negative impact of increased fixed charges. Did the Company

respond to these points?

19 Yes. Witness Overcast argued that these concerns were "not valid.H However,

20

21

RUCO did not find any of the arguments persuasive. I will elaborate on each

response, and explain why the concerns listed are in fact still valid.

29 North Carolina Clean Energy Technology Center 8< Meister Consultants Group, The 50 States of Solar:
2015 Policy Review and QS Quarterly Report, February 2016

A.

Q.

Q.

A.
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1 a. Control over customer bills

2 Q.

3

What did the Company say regarding the concern that customers' control

over their bills will be reduced under a higher fixed charge?

4 Witness Overcast states that "the proposed rates still provide the customer control

5 over the bill unless the customer uses zero kph.I!

6

7

8 l

9

10

1 1

12

13

While it is true that most customers would still have some control over a portion of

their bill, RUCO believes this concern is still valid since the degree of customer

control is substantially reduced under a higher fixed charge. What is important to

recognize is that the higher the fixed charge, the greater share of the overall

revenue requirement is collected through this mechanism. By necessity, this

means that a smaller share of overall revenue is collected through volumetric rates,

and in turn volumetric rates would be relatively lower than if the fixed charge were

1 4

1 5

held constant. Thus, the higher the fixed charge component of the rate, the smaller

the bill reduction will be from actions pursued by a customer to reduce their

1 6 consumption.

17

1 8 b. Rate shock

19 Q. Did RUCO's testimony argue the proposed rates would lead to 'Rate Shock'?

20

21

22

No. Contrary to what Dr. Overcast insinuates, RUCO did not invoke the term "rate

shock" to describe the Company's proposed rates. It appears Dr. Overcast jumped

to this conclusion. The term was included in RUCO's direct testimony as one

A.

A.
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1

2

reason why some similar fixed charge proposals may have been denied or scaled

back in other jurisdictions.3°

3

4 Please address Dr. Overcast's concerns regarding rate shock.

5

6

7

8

Despite not using the term to refer to the Company's proposed rates, RUCO would

like to take the opportunity to refute the rate shock argument as presented by Dr.

Overcast. The $0.33 per day presented in overcast's testimony represents an

increase of $120 per year31. RUCO understands the $0.33 per day is an average

9

1 0

1 1

1 2

increase for all customers and some customers, particularly lower income

customers, may be disproportionately affected by a daily increase above $0.33 per

day. This is not an insignificant increase particularly for customers on fixed

incomes. Additionally, low use customers (<500 kph) would be subject to an

13

14

average percentage rate increase that is more than twice as large as high use

customers (>3500 kph).

1 5

16 c. Low-income customers

17

18

Are there any other groups that support RUCO's claim that low-income

customers use less energy than higher-income customers?

19 Yes. Included in The National Association of State Consumer Advocates 2015-1

20 resolution,

30 Direct Testimony of Lon Huber, p. 13 line 4
31 Overcast Rebuttal Testimony p. 33 line 22

A.

Q.

A.

Q.
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"data collected by the U.S. Energy Information Administration show that in a vast

majority of regions called "reportable domains," low-income customers (with

incomes at or below 150% of the federal poverty level) on average use less

electricity than the statewide residential average and less than their higher-income

counterparts.1132

6 ! This resolution was included in RUCO's direct testimony.

8 Q. Dr. Overcast argues that there is "little or no correlation between low usage

and poverty Ievels."33 Does the evidence support this assertion for TEP?

Not necessarily. While some studies have shown that low-income does not imply

low consumption in some parts of U.S., there is also evidence to suggest that this

may not be true in the West. According to one recent study, low-income customers

in three western utilities had usage 17%-27% lower than non-low-income

customers, while results in the Midwest and East were mixed34. This study

attributes this disparity to "differences in housing stock and reliance on energy-

intensive heating and cooling units.as

18 i
i Does this mean all low use customers are low-income customers?

No. RUCO acknowledges that some low usage customers may not necessarily

be lower income, particularly those that seasonally occupy their homes. However,

https1//nasuca.orq/customer-charqe-resoiution-2015-1 /
33 Overcast, p 24, line 20

I http;//aceee.orq/files/proceedinqs/2014/data/papers/7-287.odf

Q.

I
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1 for reasons explained above, RUCO believes the Commission should proceed with

2 extreme caution when considering could

3 disproportionately affect low-use customers,

rate design options that

since they could also

4 disproportionately affect low-income customers.

5

6 d. Low usage customers

7

8 Q. How can TEP fairly recover fixed costs from low usage customers that are

9 not also Ice-income customers?

1 0

11

Many homes in the Tucson area are only seasonally occupied during the winter.

These customers are away from the Tucson area during summer and do not

12 contribute to summer season peak, but also contribute less to overall recovery of

13 fixed costs.

14

15 A seasonal rate option for certain low use customers that are not low-income may

16

17

18

19

20

be able to help ensure fair recovery of costs without jeopardizing low-income

customers. Several other utilities have a seasonal use rate that provides a

minimum bill during times when a home may be unoccupied. Under this option,

customers would aid in fixed cost recovery in a manner that is more aligned with

year round customers. This approach would also be compatible with targeted

21 assistance programs for low-income customers.

22

37
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1

2

3 Q.

e. Efficiency and price signals

Does RUCO believe that energy efficiency and price signals are the same

4 issue as witness Overcast asserts?

5 Not necessarily. There are two distinct price signals to consider: one is the price

6

7

8

signal that is sent by a fixed charge itself as one component of the overall rate

design. The other is the price signal sent by the remaining volumetric component,

which encourages reduced consumption and investment in energy efficiency.

9

1 0 Q.

1 1

Does RUCO have any concerns with the Company's discussion of energy

efficiency and price signals?

12 Yes. Overcast states that "[b]y charging rates that exceed marginal cost the

13

14

1 5

RUCO proposal is supporting a significant loss in social welfare.35" Crucially,

however, witness Overcast's testimony lacks specificity when discussing what

constitutes marginal costs and whether these are short run or long run costs. Long

16

17

1 8

19

20

2 1

run marginal costs (i.e. including investments in new generation capacity) tend to

be significantly higher than short run marginal costs (i.e. fuel costs). Thus, there is

ample justification to set volumetric rates that are high since that will encourage

customers to reduce consumption, providing positive social benefits both in the

form of avoided energy and in avoided capital investments. In contrast, there are

virtually no beneficial actions that would be encouraged by a higher fixed charge.

35 Overcast, p 35, line 15

A.

A.
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1

2

3

The challenge for regulation is that there is no perfect way to recover embedded

fixed costs. Regulators may have some discretion to choose whether to

incorporate these costs in fixed rates or volumetric rates. However, for reasons

4

5

stated above, and elsewhere in this testimony, RUCO believes there are far more

reasons why volumetric rates should be preferred.

6

7 Q. What does witness Jones's rebuttal testimony say regarding higher fixed
1

8 charges?

9 Jones implies that various interveners are incorrect in claiming that "increasing the

1 0 fixed charge will lead customers to use more power."Se

1 1

1 2 Q. Does  RUCO agree?

1 3

14

15

No. There is no question that a fixed charge component, on its own, provides no

incentive for customers to reduce consumption. Moreover, if more of the revenue

requirement is allocated to and recovered through fixed customer charges, the less

16 revenue is allocated to and recovered through other rate components that

1 7 customers can control. As a result, customers will have less incentive to reduce

1 8 consumption and will be likely to consume more.

19

20

36 Jones, p 35, line 14.

A.

A.
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1 Earnings Ri§_k

2

3 Q. What does the Company say regarding the impact of the increased fixed

4 charge on earnings risk?

5 The Company confirmed the general notion that rate design and earnings risk are

6 linked. For example, the Company states that if kph usage is reduced from the

7 current pattern, then "system earnings will decline more than currentIy"37

8 illustrating the link between volumetric rates and earnings risk. Additionally,

9 witness Overcast provides the following quote: "An access charge reduces the

10 risks of recovering residual utility embedded costs, provides greater revenue

11 stability on existing assets for utilities, limits uneconomic bypass, and should allow

12 utilit ies to achieve lower f inancing costs of the network on behalf of all

13 T3t8P3yerS_"38

14

15 RUCO estimates that under the company's original proposal, the portion of margin

16 revenues derived from residential customers through fixed charges would increase

17 from about 17% to about 27%39. Given that there is less risk inherent in revenue

1 8 collected from customer charges, RUCO believes there is ample justification for

37 Ibid, p 38, line 20
38 Ibid, p 35, line 6.
as According to Schedule H-2 of the Company's testimony, there would be 4.6 million residential basic
service charges assessed annually. Thus an increase from $10 to $20 represents an increase in revenue
from $46M (17% of the $277M in test year margin revenues from residential) to $92M (27% of the $341M
proposed margin revenues from residential).

A.

6.
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1 an ROE adjustment if the Company's proposal were adopted, without the need for

z comparison to other companies.

3

4 7. Tiered Rates

5

6 Q. Does RUCO have any concerns regarding Jones' interpretation of any of

7 RUCO's testimony?

8 Yes. Jones misinterprets the purpose of the table on page 26 of RUCO's

9

10

1 1

12

1 3

testimony. RUCO agrees with Jones's general argument that customers are

primarily concerned about overall bill reductions. In fact, the very purpose of this

table was to illustrate the impact that changes to consumption would have on

customer bills. In this context, it is the marginal rate that is most relevant for each

group of customers, not the average rate. This is why RUCO chose to represent

14 the marginal rate in its table.

15

1 6 Q. Why did RUCO choose to consider marginal rate over average rate?

17 A.

1 8

1 9

20

21

22

Marginal rates are more appropriate than average rates when considering price

signals and the ability for customers to control their bills and invest in more energy

efficient appliances. Similarly, the marginal rate is what determines the increase in

a customer's bill if they increase consumption, for example, during a hot summer.

The table presented on page 26, of RUCO's testimony, accurately illustrates the

change to the marginal rate that each group of customers will experience. Thus,

23

A.

the original conclusion remains valid, under the Company's proposal, higher tier
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1 users will have less incentive to reduce consumption. Meanwhile, any increase in

2 consumption for lower tier users will lead to a larger bill increase.

3

4 Q. Why were non-fuel components used in the table?

5

6

It was RUCO's intent to focus on the non-fuel components since the company has

greater flexibility in what rates it proposes and ultimately uses to collect these

7 costs.

8

9 Q. Mr. Jones observed that "mandating that all customers of a certain size be

1 0 moved to this rate seems contradictory to RUCO's opposition of mandatory

1 1 three-part  rates for new DG customers." Do you agree with this

12 characterization?

13

1 4

No. RUCO is suggesting a default TOU rate, not a single mandatory rate plan for

large residential customers.

1 5

16 Q. Could there be implementation issues with transferring larger users to a

17 default TOU?

18

19

20

21

No one said modernizing rates is easy, especially when dealing with legacy

technology. RUCO does not propose TEP make this transfer right out of the gate.

Once education efforts are in place, technology rollouts are near complete, etc.

only then should this be done. The implementation hurdles are not insurmountable.

A.

A.

A.
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1 Overcoming them is necessary i f  we want smarter rates that benef i t  both

2 ratepayers and the utility.

3

4 Q. Does this conclude your testimony?

5 Yes.

6

A.
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a n 4.

case therefore will be the foundation for future cost of service

studies the Company will present.

Number 78-035-14, we held that primary and secondary distribution

Case Number 79-035-12 and in its January 16, 1980, Order in Case

costs (excluding coats of customer service connection, metering,

and customer accounts) would be classified as demand costs, and

production and transmission demand-related costs.

presented in this case, a large portion of distribution costs

that

demand costs were instead classified by the Company. as customer

that pursuant to our earlier Order should have been classified as

distribution cost should be classified as customer and not as

not be achieved because low users will not pay their f air share

demand. The Company argues that, otherwise, equitable rates will

costs.

a hypothetical minimum distribution system should be employed as

of the costs of the distribution system.

demand

a technique

such

costs

It is the Company's position that a significant amount of

A .

costs

for

and

Distribution System Costs.

(1)

(2)

estimating which distribution

which

should

In this Commission's April 12, 1982, Order in

I n

customer costs.

the

be

Company's

allocated

appropriate cost

cost:

o n

Only

The Company argues that

the

costs properly

of

then ,

same

service

o f

the

service I

basis

Company

s tidy

are

a s

(3) Both the Division witness, Alt, and the

Committee o f Consumer Services' witness, Coble, presented eve,~=

dance opposing . the Company's proposed treatment of distribution

plant .

11an n -

ll
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Divisor
a

(4) witness Alt presented extensive

testimony that the use of a minimum distribution system t o

classify distribution costs results in a double allocation of

these costs t o low-use customers 1 No evidence was presented in

this proceeding to the contrary. The Division's recommendation

to eliminate this problem is to classify each distribution plant

account either as customer or as demand, based upon engineering

analysis. The Division further recommends that primary and

secondary distribution plant should be classified as demand cost

rather than customer east. The Commission agrees with the
-I

analysis of Mr. Alt and will in this Order reject the use of a

minimum distribution system for classifying distribution cost.

(5) Mr . Alt' S testimony a s shown o n Exhibit

(Division 3-S LEA 3) presents each distribution system account

classified either as demand cost or as customer cost. It is the

Commission's opinion that the Division's proposed classification

of distribution accounts is reasonable and should be adopted.

The Commission orders this classification to be used in future

cost of service studies presented by the Company.

(6) Distribution system costs classified a s

demand costs are allocated by the Company to each rate schedule

schedule's non-coincidenton the basis o f each peak . The

Division, on the other hand, presented evidence that the use of a

non-coincident peak for this purpose is inappropriate. Dr. Coyly ,

for the Committee, recommended that distribution plant classified

a s demand be allocated to each rate schedule o n the S are basis a s

demand-related production and transmission plant, adjusted for

12 - u
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Q. Any suggestions as it relates to options for DG customers?

A. Not at this moment. RUCO is open to some modification of the three options

put forward, however, RUCO continues to believe that the options provide

win-win outcomes for all parties involved. First, it offers an advanced TOU

rate that recovers fixed costs for the company while sending strong on-peak

price signals to technology adopters. Second, it offers a simple and easy to

understand fixed credit payment option to less sophisticated DG customers.

This option is tied to the REST goals to ensure UNS meets its DG targets.

Finally, to address the need that solar advocates stress, RUCO's third

options allows a solar customer to be on any rate and of fset their

consumption behind the meter just like today. The only difference is that

exports would be restricted.

Q. Are these options complicated?

A. No, they are straightforward to understand from a customer and installer

perspective. Nothing is more simple than a fixed credit rate for 20 years as

outlined in the RPS credit option. This is in stark contrast to the Company's

plan of having an ever changing differential export rate tied to a PPA proxy

of solar PV system possibly in another utility's service territory How would

a customer know how much they export? The Company does not provide

historical interval data. Even if they could get this data after waiting a full

year, how could they reasonably predict savings if the rate can change in

any given year?

Q. Does this conclude your rebuttal testimony?

1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26 Yes.
EXHIBIT

A.
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Are there other details you would like to share about the DG TOU rate?

2 A. Yes, the demand charge would be determined by averaging the top three hours of demand

3 occurring during each summer month 'f irm 2:00 PM to 8:00 PM. Also, I propose a

4 minimum bill to recove r cus tomer re la ted cha rges . RUCO initia lly proposes  $12 to ma tch

5 the  residentia l ra te , however, given tha t a  minimum bill has different dynamics than a  Fixed

6 cha rge , RUCO would cons ide r s lightly incre a s ing the  minimum bill upwa rds . Fina lly, if a

7 customer does not exchange renewable energy credits ("RECs") with the utility any excess

8 monthly cre dits  would be  compe nsa te d a t the  MCCCG ra te . This  lowe r ra te  re fle cts  the

9 fact that UNSE may not be getting "green" energy Hom DG customers if the rights to that

1 0 claim have already been sold or exchanged away to other states or companies.
I

1 1

1 2 Q- What if neither the non-export option nor the DG TOU rate is sufficient to spur DG

13 adoption?

1 4 RUCO re cognize s  the  DG ca rve -out policy put forwa rd by the  Commiss ion to e ncoura ge

15 re s identia l dis tributed gene ra tion. With this  in mind, RUCO be lieves  tha t a  s tra ightforward

1 6 and simple  procurement mechanism be  crea ted to ensure  REST compliance . This provides

17 a third potential option as mentioned above.

18

1 9 Q, Please describe the RPS credit option for DG customers?

20 It is  a  s imple  fixe d cre diting me cha nism for the  output of a  P V sys te m tha t is  linke d to a

21 specific RES T procurement ta rge t. Based on the  2016 UNS E RES T implementa tion plan,

22 it appears  tha t a round 10 MW of re s identia l DG is  needed to mee t the  Comlniss ion's  2025

23 goa l. 'This  amount may fluctua te  depending on the  number of systems insta lled by the  end

2 1

A.

A.

1111l111_1 Illll lllllllulllulI
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I!
I 1 of this rate case and whether the Commission recognizes systems that have not exchanged

2 the ir RECs. Exhibit 2 shows these  basic ca lcula tions .

3

4 The  crediting mechanism would opera te  much like  the  declining up-front incentive  system

5 the Commission used a few years ago. The credit would start at a set rate (RUCO proposes

6 ll ce nts /kWh) a nd would gra dua lly de cline  in a  pre dicta ble  ma nne r a s  ins ta lls  incre a se

7 over time . Be low is  an illus tra tion of the  concept and the  s tep downs R UC O proposes:

8

9

Capacity per
Tranche

Price per Tranche
Capaci ty per Step

2

1.5

1

0.5

0

0.79406351

0.84369248

0.893321449

0.942950418

0.992579388

1.141466296

1290353204

1.439240112

1.63775599

s
s
s
s
s
$
s
s
s

0.110

0.105

0.100

0.095

0.090

0.085

0.075

0.065

0.055

1 2 3 4 5 6 7 8 9

Price Decl ine per Tranche

$0.150

$0.100

$0.050

5-

10

1 1

12
13

14
15
16
17
18

19

1 2 3 4 5 6 7 8 9

To a void gra ndfa the ring is sue s  a nd to fa cilita te  fina ncing, the  cre dit ra te  would be  fixe d

20 for 20 ye a rs . The sys tem would be  fully me te re d a nd a  bill cre dit would be  a pplie d to a

21 cus tome r's  bill e ve ry month. In othe r words , the  cus tome r's  unde rlying ra te  de s ign would

22 not impact the  economics of the  transaction.

22

i

1
C
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1 The  Company would have  the  flexibility in each yea r's  REST plan to recommend and

z adjust the terms and payment of future customers. This could include increasing the

3 payment based on inverter capabilities or orientation of the system. Additionally, a ll RECs

4 would need to be surrendered to UNSE in order to participate in this option.

5

6 Q- How would this option interface with the DG TOU rate?

7 If sola r capacity is  ins ta lled unde r the  s tanda lone  DG TOU Ra te  (i.e . without the RPS

8 credit), that capacity would also count towards the capacity for the REST and contribute to

9 the step downs in the RPS credit ra te . In sum, the more solar capacity that comes online,

1 0 the lower the RPS credit rate for new customers.

1 1

12 Q, What is RUCO's anticipated ratepayer acceptance of each of the DG rate options?

1 3 RUCO believes tha t the  most popular ra te , a t least in the  beginning, will be  the  RPS Bill

1 4 Credit option. This option provides a  bridge for the industry to use in preparation for using

1 5 the  TOU DG Rate . With the  credit ra te  se t a t $0.11/kwh and declining as  additiona l DG

16 capacity comes on the grid, this option most closely mirrors that of current rate  design.

17

1 8

1 9

Cus tome rs  with more  s ophis tica tion a nd tools  to control the ir pe a k loa ds  will like ly

immediately select the DG TOU option. Thus, it a llows the solar industry to further mature

20 by being optional and not forcing users to be on the rate  now. The solar industry will have

21 the option of crafting tools and business plans around the advanced DG TOU, which may

22 tum out to be more advantageous to their customers than either of the other options.

23

A.

A.

23
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1 One  of the  benefits  of the  DG TOU option is  tha t it e ssentia lly crea tes  a  floor for the  offse t
|
i

2 ra te  of DG cus tomers . As  most DG cus tomers  in the  beginning will like ly choose  to be  on

3 the  RP S  Bill Cre dit, a nd a s  the  DG ca pa city hits  the  thre shold tha t ma ke s  the  cre dit ra te

4 le ss  than the  offse t ra te  on the  Advanced DG TOU ($8.5 cents /kWh), the  industry can re ly

5 on the  ce rta inty provided by the  Advanced DG TOU option and ma inta in an offse t ra te  of

6 $8.5 cents /kWh.

7

8 The  Non-Export Option is  a  ra te  tha t will like ly not be  ve ry popula r among DG customers .

9 This  ra te  wa s  de s igne d a ire r concurring with DG a dvoca te s  who ha ve  ins is te d tha t DG

1 0 customers "not be treated differently." The Non-Export option provides exactly that.

1 1

12 C O NC LUS IO N

13 Q-

1 4

Any conclud ing  comments ?

I be lieve  tha t the  ra te  des ign proposa ls  put forward in this  te s timony provides  bene fits  for

15 a ll pa rtie s . S tanda rd re s identia l cus tomers  will see  little  change  and hope fully will be  able

1 6 to take  advantage  of an improved TOU ra te . DG customers are  given three  different options

17 depending on the ir leve l of sophis tica tion. The  sola r industry is  able  to continue  se lling by

18 utilizing the  RPS  credit option if othe r options  do not make  economic sense  a t this  point in

1 9 time . More ove r, compa nie s  tha t innova te  ha ve  cle a r price  s igna ls  for how to a da pt the ir

20 product offerings to help customers save money on the non-export and DG TOU options.
!
I

I

2 1 The  Company's  conce rn about fixed cos ts  losse s  from DG is  minimized and subsides  a re

22 now more trans parent.

23

A.

24
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1 Q, What are your recommendations regarding DG customers?

2 It can be argued that UNSE's rates are in need of modernization, especially in light of the

3 proliferation of DG options for consumers. However, RUCO believes that UNSE's

4 proposal for DG customers can be improved. Moreover, RUCO believes that it is possible

s to create a "win-win" from new advances in technology for both customers and the utility

6 by creating options for DG and non-DG customers alike. We believe any rate design

7 cha nge s  spe cific to DG cus tome rs  should ca re fully cons ide r uninte nde d conse que nce s

8 especially given the fact that 98 percent of ratepayers in UNSE territory do not employ

9 solar DG. As such RUCO's aim is to find a middle path that matures the rooftop solar

1 0 indus try while  e ns uring fa irne s s  for a ll ra te pa ye rs ,  ba la nce s  cos t-re cove ry with pro-

11 conserva tion price  s igna ls , and which eschews the  imperfect proposa l proposed by UNSE.

12 I provide  three  options  for DG cus tomers .

13
14
15

1.
2.
3 .

A non-e xport option.
An advanced DG TOU Ra te .
Renewable  P ortfolio S tanda rd ("RP S ") bill credit a rrangement tied to compliance .

L=.xvu8r\'

&?)¢9

10

In I III

I
i
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Non-Export
Option

Ad v. DG TOU
Option

RPS  Bill Cre d it
Option

Ra te  Option: Cus tome r ca n s e le c t
a n y o ffe NS E 's
tra d itiona l ra te s

Three part rate:

($0.085/kWh)

($l9.50/kW, 2-8pm
summer pead<)

ra te  for full ca lendar
year so they do not
gain the  benefit of
lower costs  during
winter but avoid
higher costs  during
summer.

Cus tome r ca n  s e le c t
a n y o f UNS E 's
tra d itiona l ra te s

E xp o r t  R a t e : No  e xport o f e xc e s s
p o we r to  g rid ,
the re fore , no  month
to  m on th  c a rryove r
a nd  no
gra ndfa the ring  is
re q u ire d .  RUCO
ma y a ls o  be  ope n  to
h a vin g
ins ta nta ne ous
e xports  be  pa id  a t
whole s a le  ra te s .

Export ra te  o f e xce s s
p o we r to  g rid ,  fo r
cus tome rs  who
e xcha nge  Re ne wa ble
Ene rgy Cre d its
("R E C s ")  with  UNS E ,
is  $8 .5  c e n ts /kWh.
For cus tome rs  who
doe s  not e xcha nge
R E C s  with  UNS E ,  th e
e xport ra te  is  the
Ma rke t C o s t
Com pa ra b le
Co n ve n tio n a l
Ge n e ra tio n
("MC C C G ") ra te .

Cre dit ra te  de cre a s e
ove r time , ba s e d  on
incre a s e d re ne wa ble
e ne rgy ca pa c ity a dde d
to  th e  UNS E 's  e n e rg y
p o rtfo lio .  Th e  ra te
wo u ld  s ta rt  a t ll
ce n ts /kWh a nd  go  no
lo we r th a n  MC C C G
ra te .
This credit ra te  would
be locked in for a  20
year term. In order for
a customer to tadce
advantage of this rate,
die  customer would
have to exchange RECs
with UNSE

¢ A
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1

2

3
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2016 Est. REC's AvailableEst. DG Req't (kph) Capacity (kW)

Residential 62,947,22832,03081,573,750

Non-Residential 47,03081,573,750 90,862,229

'Z/7l (4

re ta il s a le s ), a s  we ll a s  the  ca pa city a nd e xpe cte d production from DG fa cilitie s  tha t the  Compa ny holds

title  to the  REC's .

Ta b le  4 . DG Co m p lia n c e

In  the  Com pa ny's  re que s t for a  wa ive r of the  re s ide ntia l DG re quire m e nt, TEP  re que s ts  tha t the

Commission consider the additional 35,520 kW of residential DG capacity that is currently operational or

under cons truction. i
l
lTEP  is  including in the  P la n funds  for pe rforma nce -ba s e d ince ntive s  ("P BI") a wa rde d in  prior

ye a rs , be fore  those  ince ntive  progra ms  we re  dis continue d. To fund the se  progra ms , the  budge t for the

proposed incentive  program is  $7,192,720.

G. Market Cost of Comparable Conventional Generation

C ons is te n t with  the  R ES T R u le s , TEP  c a lc u la te s  p rog ra m  e xpe ns e s  u s ing  the  Ma rke t C os t o f

Com pa ra ble  Conve ntiona l Ge ne ra tion ("MC C C G ").  De ta ils  o n  th e  m e th o d o lo g y fo r  th e  MC C C G

I
I

I

I

:
I
I

ca lcula tion a re  include d in Exhibit 2 a ttached he re to. The  annua l MCCCG ra te s  a re  ca lcula ted in advance

a nd s ta te d a s  a  s ingle  dolla r pe r MWh va lue  by te chnology type . The  e xpe ns e s  a re  ba s e d on the  P P A

pricing a fte r s ubtra cting the  corre s ponding MCCCG ba s e d on proje cte d hourly e ne rgy profile s  a nd a re

include d in Exhibits  3 (AMCCG)(confide ntia l) a nd Exhibit 5_ (Imple me nta tion P la n Ne w Re source  Cos ts )

22
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Utility Owned Solar Projects by Year z011 2018 2019 2020 2D21
2012 - HQ Rooftop, O 05 MW s S s $ S

2014 - White Mountain Solar, 10 MW
2014 Ft. Huachuca PH I, 17.5 MW

2015 . Sundt Augmentation, 5MW
2015 - Ft. Huachuca PH II, 45 MW 1,090,123 1,010,015 889,005

Annual Revenue Requirement s 1,090,123 s 1,010,015 s a89,00s $ s

2017

Est. DG Req't
(kph) Capacity (kW )

Est. RECS

Available

Residential 88,028,660 32,030 53,988,550

N on-Residential 88,028,650 64,220 124,952,235

Non-lncentivized

Residential 58,920 106,035,000

Non-Residential 48,200 86,752,800

I ) I 20) q,

Table 3. Annual Revenue Requirement for the Buildout Plan by Project

c. Distributed Generation Incentive Program

TEP is not proposing any new incentives for residential or non-residential solar DG or any other

technologies, TEP anticipates that sufficient renewable DG resources will be generated in its service territory lo

meet the 7017 non-residential DG targets. However, since the Company no longer pays incentives necessary to

acquire RECs from qualifying DG projects, it will not have an adequate number of RECs necessary to meet the

2017 residential REST requirements. Per Decision No. 75560 (May 13, 2016), TEP was granted a waiver for

"'016 and '*0l7 of the residential DG requirement.

Table 4. Estimated DC Compliance

*Does not include Wholesale Allocations (A.A.C. R14-2_1805)

TEP is including in the Plan funds for perlbrmance-based incentives ('°PBI") awarded in prior years,

before those incentive programs were discontinued. To fund these programs, the budget for the proposed incentive

program is S7,l92,720.

EXHIBIT
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0.50%

1,750

Year
End of Year

Load (Mwh) REST

REST
DG

(MW)

REST DG

(MW)
Com

REST DG

(MW)
Resident

tal

A(MW)

Capacity

Release

(MW)

Capacity

Schedule

Decline

Schedule

($/kWH)

2017

2018

2019

2020

2021

2022

2023

2024

2025

7%

8%

9%

10%

11%

12%

13%

14%

15%

108.0

124.0

140.2

156.6

173.1

189.8

206.7

223.7

240.8

18.0

20.7

23.4

26.1

28.9

31.6

34.4

37.3

40.1

54.0

62.0

70.1

78.3

86.6

94.9

103.3

111.8
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6.0
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12.0
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13.0%

14.0%
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99.0%

$0.110

$0.100

$0.090

$0.085

$0.080

$0.075

$0.070

$0.065

$0.060

Starting lvnA 85.4 84.57

From 2016 RESTPlan plus 2016 est. http://images.edocket.azcc.gov/docketpdf/0000162410.pdf
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DOCKET no. E-04204A-15-0142

ratepayers. Public policy should not be ossified and competition, choice, imxovatioxa and market-based
1

solutions are  the  preferred approach as we enter a  new era  dominated by customer-sited teclmologies

and the  gird upgrades and innovations tha t enable  such technologies  to exis t and flourish. Potentia lly

modernizing net metering policies  based on data-drive  conclusions reached in the  Value  of DG docket

5 is  part and parcel of the mission of ensuring rates that are  just and reasonable and in the public interest.

We  be lieve  tha t de fe rring cons ide ra tion of the  manda tory three -pa rt ra te s  applicable  to sola r

7 DG is warranted in order to consider the  trea tment of DG solar in a  holistic manner and to avoid having

8 multiple  classes  of DG customers , each subject to diffe rent ra te  trea tment, due  to the  timing of when

9 they elected the solar option. However there  is  one aspect of the DG rate  design that we believe should

10 be  modified a t this  time . The  record in die s  docke t re fle cts  tha t e ach DG cus tomer requires a second

ll /me te r, and tha t the re  a re  additiona l fixed cos t a ssocia ted with tha t second me te r. The  additiona l cos t

I for the  me te r is  $1.58. (S e e  UNS E Upda te d S che dule  G-6-l, S he e t l of l, file d on April 4, 2016, a

copy of which was  a lso a ttached to UNSE's  reply brie f a s  Exhibit R-l .) This ever-related cost for the
H

X 13

fwy/ 4 14
I4/\6!

v

1 5

second mete r required by DG customers  is  not be ing pa id directly by DG customers  and is  currently

be ing passed on to non-DG customers .It is  appropria te  for each DG customer to bear the  cost of tha t

16 customer's  second me te r )The re fore , UNSE is  directed to include  a  $1.58 monthly cha rge  in its  Ne t

17 Metering Rider to be  applied to new DG customers  The  revenue  from aNs charge  sha ll be  credited to

18 the LFCR to ensure  that the  charge is  revenue neutra l to UNSE.

1 9

I /_¢y"/4 ' / -

'F " o f
Further, UNSE asserts  in its  reply brie f tha t there  a re  additiona l fixed costs  associa ted with the

20 second mete r, including mete r reading (S l .00) and billing and collection ($4.37) for UNSE's  "costs  of

21 offse tting production from consumption and ca lcula ting credits ." (UNSE Reply Brie f, a t 12-13.) We

22 expect the  Value  of DG et docket to provide  genera l guidance on the  fixed costs  of a  second meter for

23 DG customers , but company-specific tes timony mayaiso be  necessary in de te rmining the  appropria te

24 amount. Therefore , we direct the  parties  in Phase  Two to provide  testimony evaluating the  other foists

25 for the  second meter required by DG customers.

26 Be ca us e  s ola r DG re pre s e nts  s uch a  s ma ll pe rce nta ge  of US E's  curre nt cus tome rs , a nd

27 consequently a  small portion of the  lost fixed cost revenues, defeninez a  final decision on DG rates will
I

L,_ JSE. esneciallv considering. the tevemle increase *we hay*= f~'11"!'\¢"\T' * * I28 not be a sigiicamt burden lm
II
ll g

|
i1%
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fhtepayers. Public policy should not be  ossified and competition, choice , innovation :Md market~bascd
1

solutions are  the  prefewed approach as we enter a  new era  dominated by customer-sited teclmologies

and the  gird upgrades and innovations tha t enable  such technologies  to exis t and flourish. Potentia lly

modernizing net metering policies  based on data-drive  conclusions reached in the  Value  of DG docket

5 is  part and parcel of the mission of ensuring rates that are  just and reasonable  and in the public interest.

We  be lieve  tha t de fining cons ide ra tion of the  manda tory three -pa rt ra te s  applicable  to sola r

7 DG is warranted in order to consider the  trea tment of DG solar in a  holistic manner and to avoid having
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8 multiple  classes  of DG customers , each subject to diffe rent ra te  trea tment, due  to the  timing of when

9 they e lected the  solar option. However there  is  one  aspect of the  DG ra te  design tha t we be lieve  should
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Further, UNSE asserts  in its  reply brie f tha t there  a re  additiona l fixed costs  associa ted with the
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21 offse tting production from consumption a nd ca lcula ting cre dits ." (UNS E Re ply Brie f, a t 12-l3.) We

expect the  Value  of DG of docket to provide  general guidance on the  fixed costs  of a  second meter for

23 DG customers , but company-specific tes timony may a lso be  necessary in de temiining the  appropria te

24 amount. Therefore , we direct the  parries  in Phase  Two to provide  testimony evaluating the  other foists

25 for the  second meter required by DG customers.
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET no. E-01933A-15-0322 ET. AL.

The testimony of Donna Mullinax addresses the following issues, including responding to
the testimony of Tucson Electric Power Company ("TEP" or "Company") witnesses on these
issues:

The Company's proposed revenue requirement

Staffs recommended revenue requirement

Adjusted Rate Base
Adjusted Test Year revenues, expenses, and net operating income

StafFs Endings and recommendations for each of these areas are as follows*

The Corr¢arjiv Pmpored Rwanue Requirement

TEP is requesting an increase in base rate revenues of $109.5 million, or approdmately 12
percent, based on TOP's adjusted retail electric revenues at current rates of $909.3 million.

51 : Recommended Bare Rate Revenue Incrvare

Staff recommends that TEP be authorized a base rate increase of nomore than $49.4 million
on adjusted FVRB. This daM-amomt escalation is an average revenue increase of approximately
Eve percent to adjusted test year revenues of $909.3 million.

Aaywted Rate Base

Adjustments shownin the following table shouldbe made to TEP's proposed rate base.

I



Adiusxmcnt Description

ACC
jurisdictional

OCRB
lncnaic

(Decrease)

ACC
jurisdictional

RCND
Increase

(Decrease)

s

1 5
I5-G
F-'J

Post Test Year Plan!
Past Test Year Plznl Renewables
Sand! (:I IF (lctinsmcnzl
ADIT
\\`urkingCapita!
Dcpredaxion
long Term Incentive (lump
ToW Sufi Adimtmcncs
TOP Pmpused Rare Ifs
Sufi Prnpnscd RareBase

s
s
s

fl'llu us:nds of Dollars)

(l4_(\57) S (I-4,6873
(15,02l) (l5,')2l)

l l to
(IZJU4) rl2,2l4)

`.042 `.')42
9.200 9_2g"
(I'll) How

(26,-00) S (26,-%10)
lIU4,678 s 3,?2l.8¥\(l
2,078,168 S 3.695,470

The following table summarizes TEP's requested and Staffs recommended OCRB, RCND,
and FVRB, along with the differences.

Description Comaamy Staff Diiereuce

Original Cost of Rate Base

R C N D Rate Base

Fair Value Rate Base

(Thousands of Dollars)

s 2,104,678 s 2,078,268 s

S 3,721,880 S 3,695,470 5

s 2,913,279 s 2,886,869 s

(26,410)

(26,410)
(26,410)

A¢#u.rted Net Opnuling Income

Adjustments in the following table should be made to TEP's proposed revenues, expenses,
and net operating income.



Adjustment Description
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(I .21'h
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(3,50

520

(4743

r253

(I.340)

(1443
(3,476)

941

30.3

5,682

7581

753

544

2,166F-IU

1:.I 1

2

F- I3

l~;.14

l=..15

F- I6

(821 I

293

Is

828

29

7 146
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Rare Case
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Redacted Direct Testimony of Donna H. Mullinax
Docket No.E-01933A-15-0322 et al.
Page 1

1

2

INTRODUCTION

Q. Please state your name, employer, and business address.

3 A.

4

5

My name is Donna H. Muillinax. I am employed by Blue Ridge Consulting Services, Inc.

("Blue Ridge"). My business address is 114 Knightsbridge Road, Travelers Rest, South

Carolina 29690.

6

7 Q. Please describe your educational background.

8 A.

9

10

11

12

I  graduated wi th honors f rom Clemson Universi ty wi th a Bachelor of  Science in

Administrative Management and a Master of Science in Management. I am a Certified Public

Accountant (CPA), Certified Internal Auditor (CIA), a Certified Financial Planner (CFP), and

a Chartered Global Management Account (CGMA) designation holder. I am a member of

the South Carolina Association of Certified Public Accountants, the American Institute of

13 Certified Public Accountants, and the Institute of Internal Auditors.

14

15 Q. Please describe your professional experience.

16 A.

17

18

19

20

21

22

I have over 36 years of professional experience. As of May 2016, I am President of Blue

Ridge. Prior to becoming President, I held the position of Vice President and Chief Financial

Officer (CFO) for the last 20 years and have served on various Boards of Directors. As Vice

President/CFO, I have been responsible for all aspects of f inance and administration,

including accounting, cash management, tax planning and preparation, Fixed assets, human

resources, and benefits for my current employer and my previous employer, Hawks, Giff els,

& Pullen ("HGP"), IDC.

23

24

25

26

I

In addition to my corporate responsibilities, I have been a utility industry consultant for the

last 22 years. My consulting assignments include management, financial, and compliance

audits, due diligence reviews, prudence reviews, and economic viability and Enancizl studies.
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Redacted Direct Testimony of Donna H. Mullinax
Docket No.E-01933A-15-0322 et ad.
Page 2

1

2

3

4

5

Other projects include numerous rate cases for natural gas and electric utilities and litigation

support for various construction claims. I have worked with public service commissions,

attorney generals, and public advocates in Arizona,Colorado, Connecticut, Delaware, Distinct

of Columbia, Hawaii, Illinois, Maryland, Massachusetts, Michigan, Missouri, Nebraska, New

York, North Dakota, Ohio, Oregon, and Utah.

6

7

8

From 1991 to 1993, I worked with Cherry, Bekaert & Holland CPAs as a senior accountant

and accounting supervisor. My responsibilities included Financial and compliance audits,

9 From 1988 to 1991, I was a sales

1 0

financial reporting, and tax return preparation.

representative for Smith, Kline and French Pharmaceutical Company.

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

I worked with Milliken and Company, a large privately held textile and chemical company,

from 1979 through 1988. As head of the Quality Assurance Department, I was actively

involved in numerous operations' audits supporting Milliken's Quality Program. As the

Technical Cause Analyst, I analyzed complex quality and production problems to develop

corrective actions through advanced statistical and other problem-solving techniques. I

conducted training seminars for production associates and management on statistical quality

control techniques. I held various production management positions with the responsibility

of controlling cost, schedule, production, and quality within areas under my control

20

2 1 Q. Have you included a more detailed description of your qualifications?

22 A. Yes. A description of my qudiicadons is included as Attachment DHM-1.

23

24 Q. On whose behalf are you testifying?

25 A.

26

I am testifying on behalf of the Utilities Division Staff ("StafF') of the Arizona Corporation

Commission ("ACC" or "Commission").

_



Redacted Direct Testimony of Donna H. Mullinzux
Docket No.E-01933A-15-0322 et al.
Page 3

1 Q. Have you previously testified before the Commission?

2 A. Yes. I have testified before this Commission in connection with the most recent base rate

3 case of UNS Electric, Inc. in Docket No. E-042.04A-15-0142.

4

5 Q. In what other jurisdictions have you previously appeared as a vastness or filed

6

7 A.

8

9

testimony?

I have testified in Colorado, Delaware, Maryland, Michigan, and Nebraska. I have also

supported other experts' testimonies in numerous other jurisdictions and have served as an

advisor to the Cormnission and Staff for the District of Columbia Public Service Commission

1 0 for a number of gas and electric proceedirns.

1 1

1 2 Q. What is the purpose of the testimony you are presenting?

1 3 A.

1 4 revenue o r

1 5

The purpose of my testimony is to address the rate base, adjusted net operating income, and

requi rements proposed by Tucson Electr ic Power Company ("TEP"

"Company").

1 6

1 7 Q.

1 8

Are you presenting any exhibits in connection m'th your dissect testimony in tris

proceeding?

19 A.

20

2 1

Yes. Besides my qualifications already mentioned as Attachment DHM-1, Attachment

DHM-2 includes Staffs accounting schedules, and Attachments DHM-3 through DHM-46

are copies of selected documents that are referenced in my testimony.

22

23 Q . How are StamPs accounting schedules organized?

24

25

26

A. Staffs accounting schedules, included in Attachment DHM-2, are organized into summary

schedules and adjustment schedules. The schedules consist of Schedules A, A.1, B, C, D,

D.1, E, and E-1 through E-17.
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1 Q_ What is shown on Schedule A?

2 A.

3

4

5

6

7

Schedule A presents the overall sunnnuary reflecting all of the Staff adjustments, and the

cibange in the Company's revenue requirement needed for the Company to have the

opportunity to earn Staffs recommended rate of return on StafFs proposed Original Cost

and Fair Value rate bases. The rate base and operating income amounts are taken from

Schedules B and C, respectively. The overall rate of return, as presented by Staff witness,

David C. Parcell, is provided on Schedule D for convenience.

8

9 Q- What is shown on Schedule A-1?

1 0 A.

1 1

1 2

13

1 4

1 5

Schedule A-1 presents Staffs gross revenue conversion factor ("GRCF"), which is used to

convert the net operating income deficiency into a revenue deficiency amount. The

conversion factor grosses up the revenue needed to be collected from customers, recognizing

that more than one dollar in gross revenue is needed for each dollar of net operating income

because of the imposition of taxes on those earnings. The GRCF also recognizes that some

revenues will not be collected and must be recognized as bad debt.

1 6

Q- What is shown on Schedde B?1 7

1 8 A.

1 9

2 0

2 1

2 2

Schedule B presents TEP's proposed test year Original Cost Rate Base ("OCRB") and

Reconstruction Cost New Less Depreciation ("RCND") rate base. Staffs recommended rate

base adjustments are also summarized to derive the "As Adjusted by Staff" OCRB and

RCND balances. Staffs recommended adjustments are addressed separatelyin this testimony

and are included within the E Schedules. The OCRB and RCND are used to determine the

23 Fair ValueRate Base ("FVRB"). Schedule B shows the derivation of the FVRB.

24
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1 Q . How was the Fair Value Rate Base determined?

2 A.

3

As shown on Schedule B, the FVRB was determined by averelging the OCRB and RCND,

giving equal weight to both, consistent with prior Commission practice.

4

5 Q . How did the Company develop the Reconstruction Cost New Less Depreciation rate

6 base?

7 A.

8

9

10

11

12

13

14

The RCND is derived from the Reconstruction Cost New ("RCN") and adjusted for book

depreciation. The RCN is the estimated cost of constructing the Company's property at

today's cost levels. A trending study establishes an index number that represents a ratio

between the cost of an item in the year it was put in-service (or vintage) and its cost at a base

period. The indices are applied to the Company's original cost to estimate the reconstruction

or reproduction cost at current levels. Once the RCN is established, it is multiplied by a net

book value percentage, which is the original cost less depreciation, divided by original cost, to

develop the RCND.'

15

16 Q. Wlunat is shown on Schedule C?

17 A. The first column in Schedule C is TOP's adjusted test year net operating income. Staffs

18

19

20

recommended adjustments to TEP's adjusted test year revenues and expenses are

summarized, vlnlth each adjustment addressed separately in this testimony and included within

the E Schedules. The last column provides the "As Adjusted by Staff' test year net operating

21 income.

22

23 Q. What is shown on Schedules D and D-1?

24 A.

25

Schedule D summadzes the capital structure and cost of capital proposed by the Company

and the capital structure and cost of capital recommended by Staff witness, David C. Purcell.

1 Direct Testimony of Dallas Dukes, page 36, line 8 through page 37, line 11.



RedactedDirect Testimony of Donna H. Mullinax
Docket No.E-01933A-15-0322 et al.
Page 6

I
l

2

Schedule D-1 isolates the impact on revenue requirements for the difference in TEP's

proposed capital structure and cost of capital and that recommended by Star

3

4 Q. What is shown on Schedule E and Schedules E-1 through E-17?

5 A.

6

7

Schedule E summarizes Staffs adjustments to rate base and operating income @.e., revenues

less expenses). Schedules E-1 through E-17 provide further support and calculations for the

adjustments Staff is recommending.

8

9 REVENUE REQUIREMENT

10 RevenueRequirzmenf Pmpared 8 Tuafon EledrivPowerCofrgbarj

1 1 Q. What revenue increase has been requested by TEP?

1 2 A.

13

TBP is requesting an increase in base rate revenues of $109534 million, or approximately 12

percent over adjusted retail electric revenues at current rates of $909325 nnil]ion.2

1 4

1 5

1 6

TEP's current rates were established in Decision No. 73912, (lune 27, 2013), based on a test

year ending December 31, 2011, with rates effective on Judy 1, 2013.3

1 7

18 Revenue Rzquiremenf Resommenakd @ Sfqj"

1 9 Q. What revenue increase does Staff recommend?

20 A. Staffrecommends a base rateincrease ofno more adman $49.4million on FVRB.

2 1

22 Tart Yea r

23 Q. What test year is being used in this case?

24

25

TEP has based its revenue requirement on a historical test year endedJune 30, 2015. Staffs

calculations use the same historical test year.

A.

2 'REP Application, datedNovember 5, 2015, Schedule A-1, line 16.
3 TOP Application, datedNovember 5, 2015, page 2, lines 4-5.
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ADJUSTMENTS TO RATE BASE

Q, Have you prepared a schedule that summarizes Staffs proposed adjustments to rate

1

2

3

4

5

6

7

8

A.

base?

Yes. The adjusted rate base is shown on Schedule B and Staffs adjustments to TOP's

proposed rate base are provided on Schedule E. A comparison of the Company's proposed

rate base and Staffs recommended rate base on Original Cost and Fair Value is shown in the

following table.

9
10

Table 1: Comparison of TEP's Proposed and Stay's Recommended Rate Base
(Thousands of Dollars)

Q. Are there any of the Company's rate base adjustments to which Sta&` is not proposing

an adjustment?

A. Yes. Staff is not recommending a modification to the following TEP rate base adjustments:

11

12

13

14

15

16

17

18

19

2 0

21

22

23

2 4

25

Investment Tax Credit

Delayed Utilization

Spdngerville ("SGS") Unit 1 Lease Equity Adjustment

SGS Leasehold Improvements (continued amo adon)

San Juan Unit 2 (Retirement)

Asset Retirement Obligation

Fortis Merger Rate Base Adjustment

SGS Coal Handling Facilities
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1 Q- To what STEP-proposed rate base elements is Staff recommending adjustment?

2 Staff recommends adjustments to the following rate base elements:

3

4 Post Test Year Plant

5 Post Test Year Plant - Renewables

6

7

Sundt Coal Handling Facilities (Retirement)

Accumulated Deferred Income Tax (ADIT)

8

9

10

Working Capital

Depreciation

Capitalized Long Term Incentive Compensation

11

12

13 Is the Company requesting recovery for any post-test-year plant?

14

15

16

Pop*Test YearPlant

Q.

A. Yes. TOP is requesting inclusion of $61.407 million (Total Company Original Cost) post-

test-year plant in rate base. The Company stated that this post-test year would be placed in

service as of December 31, 2015, or six months after the end of the test year.

17

18

19

Q . Were all of the post-test-year additions to plant used and useful as of December 31,

2015?

20

21

22

While many of the post-test-year plant projects were in service and used and useful as of

December 31, 2015, several projects, totaling $17.6 million (Total Company Original Cost),

were not in service vdthin six months past the end of the test year as planned by the

23

24

A.

A.

Company.
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1 Q- Please explain Staffs adjustment E-1 - Post Test Year Plant.

2 A. Staff is recommending that the 14 post-test-year plant projects that were not in service within

3 six months of the end of the test year not be included in rate base. These projects include

4 those listed in following table:

5

6 Table 2: Post Test Year Plant Not In Service as of 12/31/15"

Ur: Ouuiyufm

Earpecmd In

Service Dal:

Total

C°"4=~"vw

I

2

3

4

5

s

l lII

April-16

l\lay-16

jun~ 16

May-16

jd~16

Ma:-16

May-I6

Dec- l6

_lun-16

jan- l6

Dr:-16

jan- I6

Sec Nutt A

Sec Nut: /\

8

g

IU

11

LE

13

14

15

312 F**=i=¢' # DMAD79 Selective Nun-Catalytic Rads:
303 Pknirn# D141Al*l 2014 AnctFuundal Rqxrrting

315 Pmiccr# DUZAB96 Irv #3 TnnMmmu 1==l=l-==»
312 Pmicct # DBSK02 SIS UP Mucus

362 Prier # D14NM15 Tull-Vat Iilnt PM 8: 2

312 Pfnim#131351501 SGS UI Mdruli

303 Pmircr #111410511 Dude Services Prncnoemenr

3:2 ?¢°i==f # Di2AC'77 Sun dl Condensate tank Piping
335 Proiccr # DOGAB07 Summit UP Mil' Replareincnt

3:2 \'f f=i=" # Dil5AD32 an Juan Vllillll Elf  rim Phis

an Pmiecr # DIJACW Sunbelt CcnlingTawer Bkvwdnwn

362 Pmircr # m mms NE TZA §\v*d\§f lkplc
362 Pmirct #1111918}[;2 \I"ilm¢n TO Replannrnenr
36? Fkniccr # D13LE28 RV- Tangerine Weir3111 Fa: Tm

T ool s

9,774,013

2,365,016
1,660,946
I,0T51679

553,547
498,459
380,252
znsas
253,365
22.(l,HB6

158,928
131,264
130,583
ll,'. ?4-

17,599,312

7

Nnn:!hP:cCnm4:aa5-,rhesepmincnwill be mmiuMm mn¢iwing u  i
ucpl:l:!n¢1,ll\¢illhi!iIldlIliur\u new nnes guing imn efiact

8 The adjustment reduces ACC original cost rate base by $14.7 million and also has an

9

10

operating income impact due to a reduction in depreciation and property taxes. Operating

income is increased by $941,000.

l l

4 TEP Response to STF 16.3 (Arraclmnem DHM-4).

l  in  H l
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LI Q .

2

Please explain Stay's reasoning behind excluding Post-Test-Year Plant that was not

in service by December 31, 2015, as planned by the Company?

3 A.

4

5

6

Staffs reasoning for excluding post-test-year plant that was not in service m`thin six months

after the end of the test year as planned is that the integrity of using a test year becomes

increasingly blurred as more and more adjustments are made beyond the end of the test year

period.

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

The Company's requested increase is based on a test year period from Judy 1, 2014, through

June 30, 2015. The Company has included certain components of the revenue requirement

that are outside the test year. For example, the post-test-year plant adjustment includes plant

six months beyond the end of the test year. The Company's adjustment for Post-Test Year

Plant .- Renewables includes plant expected to be in service 18 months past the end of the

test year. Including such post-test year items within the revenue requirements can result in a

mismatch of the components of the revenue requirements. For plant in serv ice, the

mismatch could be in additions to plant that generate additional revenue that is not

1 6 recognized

1 7

1 8 Q. Please discuss the test-year concept and the matching principle.

1 9 A.

20

2 1

22 a new

23

24

25

26

A test period is a consistent time period used to determine the various components of the

revenue requirements equation. The purpose for using a consistent test period is to ensure

that the revenue and expenselevelsare matched with the investment used to serve customers,

for example, if a new distribution line is installed to provide electric service to

residence, the provision of electric service to that new residence results in additional revenues

being generated. Another example would be installation of a larger transformer to serve a

growing load for a large industrial customer resulting in higher revenues as that additional

load is served. Fuel and purchase power costs would also increase and more energy is

III I
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1

2

3

produced to serve the additional customers. A third example would be the implementation

of a new or upgraded software system that results in more productivity and efficiencies,

reducing labor or outside contractors. Changes to plant investments impact other areas of

4

5

the revenue requirements, including revenues and expenses. It is important to be consistent

with a test-period approach to ensure that the matching or synchronization between

6 investments, revenues, and expenses are maintained in deriving the revenue requirement. If

7

8

9

10

the various components are not matched properly, a distortion of the relationship between

the various components will result. For example, it would not be appropriate to include post-

test-year plant additions that would serve new customers without including the associated

expenses and revenues that result from the new customer additions.

11

12 Q.

13

Did you review the plant that was placed in service between July 1, 2015, and

December 31, 2015, to determine if any of those projects could increase revenues or

14

15 A.

16

17

reduce expenses?

Yes. There are several project numbers with single line item descriptions that give the

appearance that additional revenue could be derived from the installation of those projects.

The following table includes those projects:

18

19
20

Table 3: Post Test Year Plant Installed Between 7/1/15 and 12/31/15 m'th the Potential for
Creating Revenues

D¢!I¢4t1pdllllP r i e r  # Ammnm

I

(IBONG01

CBONG10

CB( JNL84
CBol\E(su4

COON( ;94

CUMIQIERICAI. NEW BUSINESS

DISTRIBUTION LINES NEW

RESIDENTIAL NEW BIJSIBIISS
NEW 8|_;$1NE.§5 nm. AND

2 1

s 1.2u4,m

s 376,105

s !42.145

s 1,653,431

s 1,448,911

s_ 4,825,463

22

5 TEP Response to Staff 3.5a, attachment STF 3.5a TEP additions 7/1 /12015 tizru 12/31/2015, filtered description for
"new" and subtotaled. Not included as an attachment due to size.

I I I
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l Q . Is Stay recommending that these projects be excluded from the Company's post-test-

2

3 A.

4

5

6

7

8

year plant?

Not at this time. Many of these project numbers include multiple tasks or installations

making it difficult to reconcile to the Companyts customer normalization adjustment to

revenues. Staff is presenting this information only to reinforce its concern regarding the

mismatch that occurs &on the Company wanting recovery included for plant installed post-

test year but without including the companion revenue that would be generated from that

included plant.

9

1 0 Q. What was the Company's argument for the inclusion of post-test-year plant?

1 1 A.

1 2

13

1 4

1 5

1 6

The Company stated that the Commission has included post-test-year plant in prior cases and

that it more closely aligns the recovery of costs with the benefits that are being provided to

existing customers. The Company also stated that inclusion of post-test-year plant allows

timely recovery of costs necessary to maintain a safe, reliable electric system to mitigate larger

rate impacts that result from the use of historical test years combined with little to no increase

in S2.1CS.6

1 7

1 8 Q.

1 9

What is Sta£l's response to the Company's argument for inclusion of post-test year

plant in rate base?

20

2 1

22

23

Staff acknowledges the Company's position to an extent, and that is why Staff recommends

including post-test-year plant that is in service within six months past the end of the test year

or by December 31, 2015. However, Staff recommends that anything beyond six months

that is not in service should be excluded from recovery because it unfairly treats Ody one side

24 of the concern recovery without considering future revenue.

25

A.

6 Direct Testimony of Dallas Dukes, page 43.
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1 Post Test Year Plant-Rencwabkx

2 Q. Please explain Staffs adjustment E-2 - Post Test Year Plant-Renewables.

3 A. The Company separated post-test-year renewable plant and included it in an adjustment

4

5 P os t Te s t Ye a r P la nt

separate from the non-renewable post-test-year plant adjustment previously discussed. The

Renewables requests recovery of $23.8 million (Total Company

6

7

8

9

10

11

12

13

Original Cost) for renewable projects that are expected to be in service as of December 31,

2016-18 months after the end of the test year. Staff recommends allowing recovery for

those renewable projects that are 'm service as of December 31, 2015, the same six-months-

beyond-the-test-year period as recommended for the non-renewable post-test-year plant.

Using the same six-month cutoff period for both renewables and non-renewables would

result in excluding $18.2 million (Total Company Original Cost). Staffs adjustment reduces

rate base by $15.9 million. The projects recommended to be excluded are those listed in the

following table:

14

15 Table 4: Post Test Year Plant-Renewables Not In Service as of 12/31/15"

Desciirtion

Expected ll

Service Date

Total Company

Poet Tent Year S

1

2

3

344 Project No. D14PD43 Bit Buildout Plan Ft Huachuca Phase II

344 Project No. NA TEP Community Solar-Prima Cnty

Total

6/15/16

9/20/16
s

16 s

8,200,000

10,000,000

18,200,000

17

18 Q. Whalt is Staffs reasoning for recommending these renewable projects be excluded?

19 A. Staffs reasoning for excluding these renewable projects is the same as for the non-renewables

20 discussed earlier. However, there is an additional concern associated with these two

21

22

renewable projects. The costs for these two projects are not known and measureable. The

Company stated that their cost was estimated by taking the projects' 5 Mrs times $2 per

7 TEP Response toUDR 1.001 - Rate Base-Post Test Year Plant Renewables (Attachment DHM-6).

Line
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l watt. The estimated cost for the Buildout Plan Ft Huachuca Phase II was further reducedby

2

3

$2 million savings on the intersection already built in Phase 1.8 The Company is requesting

inclusion of $18.2 million in rate base that is not anticipated to be in service for more tlialn a

4

5

year after the end of the test year and that is based on a mle-of-thumb cost estimate. Staff

recommends that these twoprojects be excluded from rate base.

6

7 Q. Is there an operating income impact to excluding the Post-Test Year - Renewables?

8 A.

9

Yes, removing these two projects would reduce depreciation and property taxes, resulting in

an increase in operating income of $383,000.

1 0

11 SundtCoal Handling Fac'ilitzel.r Hlctiremcnl)

1 2 Q. - Sundt

1 3

Please explain Staffs adjustment to rate base identified as adjustment E-3

Coal Handling Facilities (Retirement).

1 4

1 5

1 6

This adjustment rectifies the incorrect ACC jurisdictional allocation applied by the Company

in its Application. The oversight was identified during discovery by the Company? The

adjustment increases jurisdictional rate base by $20,000.

1 7

18 Aawmu/ated Dffenvd Income Taxes

1 9 Q.

20

Please explain Stay's adjustment to rate base identified as adjustment E-4 - ADIT -

Bonus Depreciation.

2 1 A.

22

23

This adjustment recognizes the impact of the extension of bonus depreciation included in

H.R. 2029 signed into law by President Obama on December 18, 2015. Bonus depreciation

results in a defencal of federal income taxes and is recognized in a rate case through

a TBP Response to STF 3.6 (Attachment DHM-7).
9 'REP response to RUCO 6.4 (Attachment DHM-8) and UDR 1.001 Rate Base-Sundt Coal Handling Facilities-Revised
v:nlth added totals (Attachment DHM-9) .

A.
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1 Accumulated Deferred Income Taxes ("ADIT'). The adjustment reduces rate base by $12.8

2 on.

3

4 Q. Please elaborate.

5 A.

6

7

8

The Protect ing Americans f rom Tax Hikes ("PATH") Act of  2015 al lows a bonus

depreciation percentage of 50 percent for properties placed in service during 2015, 2016, and

2017, but then phases down to 40 percent in 2018 and to 30 percent in 2019 (for tax

purposes). Prior to the passing of the Act, bonus depreciation was set to expire.

9

1 0

1 1

1 2

ADIT recognizes the difference between what would be included in the Company's books

and records for financial reporting purposes and what is recorded for federal and state tax

purposes. Bonus depreciation is typically the largest contributor to ADIT.

Does the Company agree with this adjustment?

1 5 A.

1 6

Yes. The Company prepared the calculation that resulted in a revision to the Company's as~

tiled ADIT ba]ances.1°

1 7

1 8

19 Q. Please explain Staff adjustment E-5 - Working Capital.

20

21

22

23

24

25

A. The Company's proposed rate base includes Working Capital, which is comprised of Cash

Working Capital, Fuel Inventory, Materials and Supplies, and Prepaids. Staff's adjustment to

Working Capital has several components: (1) corrects the Cash Working Capital calculations

forrnuda for Payroll Taxes identified by the Company during discovery; (2) updates the

revenue and expense components of the Company's lead-lag study to ref lect Staff 's

adjustments that are discussed within this testimony; (3) removes the materials and supplies

13

14 Q.

10 TEP response to AECC 1.3 (Attachment DIHvI-11).

WorkingC¢¢ifa/
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1

2

3

4

related to the early retirement of the Sundt Coal Handling Facilities and the expected removal

of San Juan Unit 2 from service in December 2017; and (4) removes the prepaid portion of

D&O insurance that should be shared 50/50 with shareholders and ratepayers. Staffs

adjustment to Working Capital increases jurisdictional rate base by $7.94 million.

5

6 Q .

7

Please explain Staffs adjustment to correct the Cash Working Capital calculations

formula for Payroll Taxes.

8

9

A.

10

l l

1 2

Staff identified a significant variance in payroll taxes included in the Cash Working Capital

included in this proceeding from what was included in the prior rate case and requested an

explanation. The Company identified a formula error in the current 2015 rate case payroll tax

number" and provided a corrected amount." Staff has incorporated this correction in its

Cash Working Capital adjustment

1 3

1 4

1 5

Q . Phase explain Staffs adjustment to update the revenue and expense components of

the Company's lead-lag study to reflect Stairs adjustments.

1 6 A.

1 7

1 8

Cash Working Capital was developed through the preparation of a lead-lag study. The lead~

lag is applied to each component of cost of service to quantify the Cash Working Capital

requirement associated with that cost of service item. The Cash Worldng balance must be

updated to reflect StafFs adjustments.

Q. Is the Company's lead/ lag study reasonable and in compliance with past

Commission preferences?

1 9

2 0

2 1

2 2

2 3

2 4

A. Yes. The Co1:npany's lead/lag study is consistent vldth past cases.

11TOP response to STF 10.02 (Attachment DHM~15).
12 TBP response to STF 14.01 (Attachment DHM-16).

I-U1111_1 ll
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1 Q. 4
u

2

Plea e explain Stay's adjustment to Working Capital regarding materials and supplies

(M8zS).

3

4

5

6

7

8

9

TEP's Blind reflects the early retirement of the Sundt Coal Handling Facilities and the

expected removal of San Juan Unit 2 from service in December 2017. Both units will have an

inventory of materials and supplies that cannot be used elsewhere. TEP proposed to record

this remaining inventory to a regulatory asset and amortize the cost over a three-year period,

starting in the test year. Staff recommends accepting the Company's proposal. However, the

Company inadvertently failed to make an adjustment to reduce Working Capital to reduce the

costs associated with this unusable inventory.u Staffs adjustment reduces Worldrxg Capital

1 0

1 1

1 2 Q. Please explain Staffs adjustment to Working Capital regarding Prepaid D8cO

1 3 Insurance.

1 4 A.

1 5

1 6

1 7

This adjustment removes one-half of the prepaid D&O Liability Insurance the Company

included within Working Capital. The adjustment is made to be consistent vn'th the

adjustment to D&O Liability Insurance expense discussed later. The adjustment reduces

Working Capital by $21,000.

1 8

1 9 D¢ndation

20 Q.

2 1

Please explain Stars adjustment to rate base identified as adjusmnent E-6

Depreciation.

22 A.

23

24

This adjustment to rate base is a companion adjustment to Accumulated Depreciation to

StafFs recommended revisions to the Company's new depreciation accrual rates presented by

Staff Witness Roxie McCu1lar. The adjustment increases rate base by $9.2 million.

25

13 TEP Response to STF 7.21 (Attachment DHM-14).

A.

by $5.1 million.
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Capzlfaliged Lang Toma Ifuentive Cornpenration

Q. Please explain Staff's adjustment to rate base identified as adjustment E-9 Long Term

Incentive Compensation.

A. This adjustment transfers the capitalized portion of the Long Tenn Incentive Compensation

program available to executive officers to the Compa.ny's shareholders. The Company

recorded the amount to Federal Energy Regulatory Commission ("FERC") account 107

Construction Work in Progress, which Staff has interpreted to be included in rate base

through the Company's Post Test Year Plant adjustment. The adjustment is discussed later in

the Adjustments to Operating Income. The adjustment reduces rate base by $180,098.

ADJUST MENT S T O OPERAT ING INCOME

Q. Have you prepared a schedule that summarizes Stairs proposed adjustments to

Operating Income?

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

A. Yes. The adjusted operating income is shown on Schedule C, and the adjustments to TEP's

test year revenue and expenses are shown on Schedule E. A comparison of the Company's

proposed operating income and Staffs recommended operating income is shown in the

following table:

19
20

Table 5: Comparison of TEP's Proposed and Staffs Recommended Operating Income
(Thousands of Dollars)

21

22
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Q. Are there any of the Company's operating income adjustments to which Stay is not

proposing an adjustment?

1

2

3

4

A. Yes. Staff is not recommend a modification to the following TEP Operating Income

adjustments:

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19
2 0

21
22

23

24

25

2 6

2 7
28
29

Base Cost of Fuel and Purchased Power

Transmission Expense

REST and DSM

SpMgervMe Units 3 and 4

Lost Fixed Cost Revenue (LFCR)

Gila O8cM

Customer, Wleather, and Unbilled Revenues
Property Tax Expense

Environmental Cost Adjustor

Post Retirement Benefits

San Juan Unit 1 SCNR O8cM

Power Supply Management

Injuries and Damages

Sales of SO2 Allowances

Bad Debt Expense
Membership Dues

TEP Headquarters Retail Space

Asset Retirement Obligation

SGS Common Facilities Lease

Non-Retail and Non-Recurring Revenue

San Juan Unit 2 Direct Operating Costs

Fortis Merger Operating Income Adjustment

Sales for Resale (Power Supply, Purchase Power and Fuel Adjustor Clause
("PPFAC"))

30

31

32

Q. What adjustments is Staff recommending to TEP's proposed Operating Income?

A. Staff is recommending adjustments to the following:

33

34

35

36

Depreciation Expense
Overhaul and Outage Nonnalization

Payroll and Payroll Tax Expense
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1

2

3
4

5

6

7

8

9

10

Long Term Incentive Compensation

Shop Term Incentive Compensation

Employee Benefits

Supplemental Executive Retirement Plan (SERP)

D&O Insurance

Outside Legal Expense

Rate Case Expense

Credit Card Processing
Interest Synchronization

Miscellaneous See°ce Revenue

11

12 Depnahtion Expense

13 Q. Please explain Staff adjustment E-6 - Depreciation Expense.

14

15

16

17

A. The Company is proposing new depreciation rates based on an updated depreciation study

performed by Foster Associates. Staff Witness Roxie McCul1ar is supporting Staffs

depreciation adjustment. Staffs adjustment increases operating income by $5.682 million.

There is a companion adjustment to accumulated depreciation, increasing rate base by $9.2

18 on.

19

20

2 1

Overhauland Outage Name/iqafion

Q. Please explain Staff adjustment E-7 - Overhaul and Outalge Normalization.

22 A.

23

24

The Company included an adjustment to normalize the cost of overhauls and outages that do

not occur at regular annual intervals. Staff Witness Michael McGar1:y presents Staffs

adjustment. The adjustment increases the Operating Income by $2.551 million.

25
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1

2 Please explain Staff adjustment E-8 - Payroll and Payroll Taxes.

3

4

Plum!! Expense and Pgfroll Taxer;

Q.

A. The Company's Payroll adjustment is based on a two-year average of payroll for the twelve

months ending June 30, 2014, andJune 30, 2015, and reflects known and measureable wage

increase for 2016 of two percent and an estimated wage increase for 2017 of two percent."5

6

7

8

9

Payroll taxes reflects the effective tax rate for the Company's Sociaul Security and Medicare

taxes that correspondingly increase as a result of the increased expense from the Payroll

Expense Adjustment. The Company's effective employer's tax rate for 2015 was applied to

the increased payroll expense reflected in the Payroll Expense Adjustment.'510

11

12

13

14

Staffs adjustment removes the two percent increase included for 2017. The Company used

an estimate that is not known and measureable. Staffs adjustment removes both of these

issues. Staffs adjustment increases the Operating Income by $753,000.

15

16 Q. Please elaborate on StamPs concern regarding the 2017 pay increase not being known

and measureable.17

18

19

A.

20

21

22

The 2017 payroll increase was estimated based on the average union and non-union

employees' wage increase for 2015.16 Additionally, the collective bargaining agreement that

was entered into in January 2013 expired in January 2016. The new agreement has not been

approved by the IBEW Local 1116 or the IBEW International office." When the Company

prepared its adjustment, the 2017 was not known and measureable. Staffs adjustment

removes the 2017 increase from the Company's Payroll adjustment.23

24

14 Direct Testimony of Frank Marino, page 31, lines 17-22.
15 Direct Testimony of Frank Marino, page 32, lines 6-10.
16TEP response to STF 7.4 (Attachment DHM-20).
17 'REP response to STF 7.8 (Attachment DI-IM-19).
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1 Long Term Incentive Can4>en.ratzbn

2 Q. Please explain Staff adjustment E-9 - Long Term Incentive Compensation.

3

4

5

6 serve as a

7

8

9

10

A. The Company has a long-tenn incentive compensation ("LTI") program plan that is delivered

in a combination of performance shares and restricted stock units. The program is designed

to (1) place a focus on long-term performance, linking a portion of compensation for

executive officers to the achievement of multi-year financial results and (2)

retention tool for executive talent." Staffs adjustment transfers the responsibility for funding

of the program to the Company's shareholders where it belongs. The adjustment also

removes the capitalized portion of Long-Term Incentive Compensation." The adjustment

increases the Operating Income by $544,000 and reduces rate base by $180,000.

1 1

1 2 Q.

13

Please explain why StaH recommends disallowing the long-term incentive

compensation program?

1 4 A.

1 5

The performance goaL's that must be met for the executive officers to receive any LTD are

based on Financial performance with

1 6

1 7 20

1 8

Both of these goals benefit

shareholders to the potential detriment of ratepayers; thus these costs should be borne solely

1 9 by the shareholders.

20
2 1 5'/fort Tend Inwntiw Congfwnxation

22 Q. Please explain Staff adjustment E-10 - Short Term Incentive Compensation.

23 A.

24

The Company's short-term incentive compensation, called the Performance Enhancement

Pan ("PEP"), is available to all non-union employees. The Company's adjustment reflects an

la Direct Testimony of Frank Marino, page 40 line 26-page 41, line 3.

19TEP response to RUCO 5.2 (Attachment DHM-21
20 I

u a l l u I II I l W H l  l l l l l l l I ll l



Redacted Direct Testimony of Donna H. Mullinax
Docket No.E-01933A-15-0322 et al.
Page 23

1

2

3

4

average of the PEP expense for the Test Year and the prior year ended ]ume 30, 2014, with

two percent increases through 2017. The Company has included 100 percent of the costs.

The Company's adjustment also includes the payroll tax component. The Company's

adjustments bring the total incentive compensation to $9.2 million (including payroll taxes).21

5

6

7 was

8

9

Staffs adjustment includes several pieces: (1) eliminated the two percent increase in 2017 as

not known and measureable; (2) the cost shared 50/50 between shareholders and

ratepayers consistent with prior rate cases; and (3) adjusted payroll taxes to correspond vn'th

Staffs recommendations. Staffs adjustment increases operating income by $2.2 million.

10

l l Q. Please explain Stairs adjustment to eliminate the two percent increase in 2017 as not

known and measureable.12

13 A.

14

Consistent vnlth Staffs recommendation for Payroll Expense, the 2017 adjustment should be

excluded as not known and measureable as it is basedupon an estimate."

15

16 Q.

17

Please explain Staffs adjustment to share 50/50 short-term incentive compensation

between shareholders and ratepayers, consistent with prior rate cases.

18 A. Incentive compensation programs can provide benefits to both shareholders and ratepayers.

The removal of 50 percent of the Incentive Compensation expense provides an equal shaNg

of those costs and provides an appropriate balance between the benefits attained by both

shareholders and ratepayers.

19

20

21

22

21 TEP response to UDR 1.001 Income-Incentive Compensation, page 2 "2 Yr. Average" $8,606,720 plus payroll taxes
$554,739 and $11,461 (Atftacihnneut DHM-24).
Hz TEP response to STF 11.14 (Attachment DHM-26).
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1 Q. Please describe the Company's Incentive Compensation Program.

2

3

4

All REP non-union employees participate in 'REP's PEP, which is tied to annual

compensation. The following table lists the Financial and other metrics for the Company's

2015 short-term incentive compensation program:

5

6

Metric Criteria

Table 6: TEP's 2015 PEP Goals"

Weighting Benefit to
Customers

Net Incom e Actual Net Income 40%

Actual O8cM expense 20%Operation and
Maintenance ("08<M")
Expenses
Equivalent Availability
Factor ("EAF")

10%

Efforts to increase net
income result in lower
rates
Lower O8cM expense
which results in lower
rates
Increased generation
reliability which
reduces purchased
power costs

System Average
Interruption Duration
Index ("sA1DI")
Customer Satisfaction

10% Reduced length of
outages

10%

OSHA Recordables

Percentage of time that a
galeration unit is
available to provide
power at its maldrnurn

ming
Average number of
minutes of interruption
experienced by customers
As measured by ].D.
Power surveys
OSHA Recordable
Incident Rate

Increasedcustomer
satisfaction
Improvedemployee,
customer and
communitysafety

7

8 In discovery, the Company summarized the 2015 Shop-Term Incentive Compensation goals

as

Financial - 60 percent

9
10 |
11
12
13
14
15
16

o

o

Net Income - 40 percent
Managing Long-term O8cM - 20 percent

Excellent Operations and Safe Work Environment - 40 percent"

I

23 Direct Testimony of Frank Marino, page 36, lines 1-13.
24 TEP'sresponse to UDR 1.034 (Attachment DHM-25).

A.



Redacted Direct Testimony of Donna H. Mullinax
Docket N0.E_01933A_15_0322 et al.
Page 25

1

2

3

4

5

The Company stated, "The Compensation Committee selected the goals and individual

weights for the 2015 PEP to ensure an appropriate focus on profitable growth and expense

control, as well as operational and customer service excellence, and process improvements.

This balanced scorecard approach encourages all employees to work toward common goals

that are in the interests of UNS Energy's various stakeho1ders."25

6

7

8

9

10

The scores from each goal are totaled and then multiplied by the target bonus of each

employee to determine the total available dollars to be paid out. Target bonus percentages, as

a percent of base salary, range from 9 to 12 percent for unclassified employees and from 20

to 25 percent for senior management level employees."

11

12 Q.

13

Is the Company's adjustment for Short-Term Incentive Compensation consistent with

prior rate case orders?

14

15

No. Rearding the 2013 TEP Rate order, the Company states, "The Commission approved

an adjustment that reflected only 50 percent for all emp1oyees."27

16

17 Q.

18

What percentage of TEP's short-term incentive was removed in the case prior to the

one in 2013?

19 A.

20

21

In Commission Decision No. 70628, (December 1, 2008), 50 percent of "REP's PEP incentive

compensation was removed to provide for an equal sharing of such costs, which provides an

appropriate balance between the benefits attained by both shareholders and ratepayers.

22

25 TEP's response to UDR 1.034 (Attachment DHM-25),
pa TOP's response to UDR 1.034 (AttachmentDHM-25) .
z7 Direct Testimony of Frank Marino, page 38, lines 1-4.

I l IHHIIW I'll Lu II
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1 Q.

2

What is the reason the Cornpannly gives for its request to recover 100 percent of its

Short-Term Incentive Compensation despite prior Commission anders?

3

4

5

6

7

The Company stated, "[T]he PEP performance targets are based on factors that are critical to

the success of the Company. These targets put a portion of employee's compensation 'at

risk,' which, in effect, ties employee performance to the achievement of goals that directly

benefit customers. Whether AM are Financial or service driven, the customer ultimately

benefits from the improved performance associated vnlth the cost of the program.""*

8

9 Q. Does Stay agree that all of the goals "directly benefit customers?"

1 0 A.

1 1

No. Achieving Net Income or profitability goals is a major component of the Company's

Financial goals are weighted 60 percent of the total

1 2

incentive compensation program.

incentive metric, with Net Income equal to 40 percent and Managing Long-tenn O8cM equal

13 to 20 percent.

1 4

15

1 6

1 7

1 8

1 9

20

2 1

Net Income or profitability increases as expenses are reduced. Reducing expenses drives up

Net Income or profitability, increasing Incentive Compensation layouts to management

(with potential layouts of 20 to 25 percent for senior-management-level employees) and

benefitting shareholders at the expense of ratepayers. For example, taken to an extreme,

expensescan be reduced by deferring maintenance (resulting in increased outages) and failing

to adequately staff Customer Services to address customer reported outages, inquiries, or

complaints.

22

23

24

25

As the Commission has recognized in the past, ensuring that the competing interests are

balanced is important. This balance has been achieved by requiring the sharing of incentive

compensation 50/50 between ratepayers and shareholders.

Zs Direct Testimony of Frank Marino, page 38, lines 6-13.

A.
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1 Q_

2

Has Staff previously recommended and the Commission adopted the sharing of short-

term incentive compensation between ratepayers and shareholders?

3 A. Yes. For example, in reaching its conclusions regarding Southwest Gas Corporation's

4

5

("SIG") Manaernent Incentive Plan ("MIP"), the Commission stated in part on page 18 of

Decision No. 68487:

6

7

8

9
10
11

12
13
14

We believe that Staff's recommendation for an equal sharia of the costs

associated with MIP compensation provides an appropriate balance between

the benefits attained by both shareholders and ratepayers. Although
achievement of the performance goals in the MIP, and the benefits attendant
thereto, cannot be precisely quantified there is little doubt that both
shareholders and ratepayers derive some benefit from incentive goals.
Therefore, the costs of the program shod be borne by both groups and we

End Start's equal sharing recommendation to be a reasonable resolution.

1 5

1 6 And again in Decision No. 70011, page 27, the Commission stated:

1 7

1 8
1 9
2 0

We believe that Staffs recommendation provides a reasonable balance of the

interests between ratepayers and shareholders by requiring each group to bear
half the cost of the incentive program.

2 1

22 The Commission again accepted Staffs recommendation in Decision No. 70360, page 21:

23

24
25
26
27
28
29
30

Consistent with our Ending in the UNS Electric rate case (Decision No.
70011, at 26-27), we believe that Staffs recommendation provides a
reasonable balancing of the interests between ratepayers and shareholders by
requiring each group to bear half the cost of the incentive program Given
that the arguments raised in the UNS Electric case are virtually identical to
those presented in this case, we see no reason to deviate from that recent
decision.

3 1

ll Lu fun
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1 Q. Please summarize Staffs recommended adjustment regarding TEP's Short-Term

2 Incentive Compensation Program.

3 A.

4

5

6

Staffs adjustment; (1) eliminated the two percent increase in 2017 as not known and

measureable; (2) the cost was shared 50/50 betweai shareholders and ratepayers consistent

wi th pr ior rate cases;  and (3) adjusted payrol l  taxes to correspond wi th Staf f s

recommendations. Staffs adjustment increases operating income by $2.166 million.

7

8

9 Please explain Staff adjustment E-11 - Employee Benefits.

10

Errq§lq;'ee Benefits

Q .

A. Staffs adjustment recognizes the incremental increase in employee benefits for 2016 and

11 2017. The Company's Pension and Benefits adjustment included the incremental increase for

12

13

14

15

16

17

Pension costs but did not include an adjustment for other employee benefits. The Company

updated its adjustment to include employee medical, dental, life, and long-term disability

insurance and the Company*'s contribution for the 401 (k) pm. The Company used a two

percent inflationary rate for the incremental increase in 2016 and 2017.29 Staff believes that

the two percent increase is reasonable as medical costs are a significant part of employee

benefits and have increased historically by more than two percent. StafFs adjustment reduces

18 operating income by $321,000.

19

20 .fzqap/cmcntal Excculive Retirement Plan

21 Q . Please explain Staff adjustment E-12 - Supplemental Executive Retirement Plan

22

23 A.

24

25

("SERP").

The Company is requesting recovery for its non-qualified or SERP. This plan provides

additional retirement benefits beyond what is allowed by the Internal Revenue Code in the

Company's qualified pension retirement plans. The SERP is exclusive to the executive

29 TEP  res pons e  to S TF 7.15 (DI-IM Attachment-28).

I
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1

2

off icers and the funding of this benefit should not be borne by the ratepayers. Staff

recommends removing SERP from recovery. Staffs adjustment increases Operating Income

3 by $293,000.

4

5 Q. Please explain.

6

7

A.

8

9

10

11

Ratepayers are already funding the qualified retirement plan costs in rates. This non-qualiiied

pension plan provides benefits to executive officers that are above and beyond the benefits

they receive through participation in the qualified pension plans, including the 401 (k) plan. If

the Company chooses to provide the additional retirement benefits that exceed the IRS

limitations on qualified pension plans, then shareholders, not ratepayers, should fund the

costs of those additional benefits.

12

13 Dirvvzfors and Ojiwrs Uabilig/ Insurance

14 Q. Please explain Staff adjustment E-13 - D&O Liability Insurance.

15

16

A. This adjustment removes one-half of the D&O Liability Insurance expense. The removal of

one-half of this expense reflects a sharing of this insurance between shareholders and

ratepayers. Staffs adjustment increases Operating Income by $15,000.17

18

Q. Why should the cost of D8zO Liability Insurance Expense be shared between

shareholders and ratepayers?

19

2 0

2 1

22

23

24

A.

25

D&O Liability Insurance protects the officers and directors from the costs of a lawsuit.

Shareholders benef i t f rom layouts under the pol icy that would reduce the cost not

recoverable from ratepayers. On the other hand, ratepayers benefit because having the

insurance improves the ability of the Company to attract and retain qualified directors and

officers and enables the directors and officers to make decisions without fear of personal
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l

2

liability. As a result, it is reasonable for shareholders to bear some of the cost of D&O

Liability Insurance.

3

4 Q- Was this adjustment made in the last rate case?

5 A. Yes. Although the revenue requirement in TEP's most recent rate case was settled and

6

7

approved in Decision No. 73912 Quite 27, 2013), Staffs direct testimony prior to settlement

recommended sharing the D&O Liability Insurance between consumers and shareholders by

8 reducing it by 50 percent.

9

1 0 Q. Did the Compamry make an adjustment to D8¢O Liability Insurance?

1 1 A.

1 2

13

1 4

Yes. The total D&O Insurance is $973,448. The Company removed $923,142 in its Fortis

Merger Operating Income Adjustment, leaving a balance for D&O insurance in the test year

of $50,306.30 However, the Company did not make the adjustment to share the remaining

expense between shareholders and ratepayers as had been done in the last rate case.

1 5

1 6 Q. Is there a related adjustment to rate base?

1 7 A.

1 8

Yes, an adjustment was made to remove one half of the prepaid component of the D&O

Liability Insurance included within Working Capital as previously discussed.

1 9

20 OutrideLegalEagbemw

21 Q. Please explain Staff adjustment E-14 - Outside Legal Expenses.

22 A.

23

24

25

The two co-owners of the SGS Unit, both of whom were former lessons under a 1ong~tenn

lease with TEP, filed various legal actions against the Company and failed to pay TEP for

their share of the operating and capital costs of SGS Unit 1 since the lease expired on January

1, 2016.31 The Company incurred $1,340,437 in outside legal expenses" to defend its

so TOP response to STF 7.18 (Attachment DHM-30).
31 Direct Testimony of Kenton Grant, page 33, line 23-page 34, line 1.

l l _ II I I III I
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1

2

3

4

position. These costs are non-recurring expenses and should not be included for recovery

tlmrough base rates. Staff recommends that the outside legal expenses associated vnlth the co-

owners and former lessons of Springerville Unit 1, included in the test year, be removed. The

adjustment increases the Operating Income by $828,000.

5

6 Q. What is the current status of the legal dispute between TEP and the SGSUnit 1 co-

7 owners?

8 A.

9

1 0

1 1

1 2

On February 29, 2016, TEP entered into an agreement with the third-party co-owners to

purchase their undivided 50.5 percent interests in Unit 1. Upon completion of the purchase,

all outstanding disputes and pending litigation and arbitration proceedings between TOP and

the third-party owners will be dismissed with prejudice." Additional detail is provided in the

section labeled Springerville ("SGS") Unit 1 in this testimony,

1 3

1 4 Q. Did the settlement include any reimbursement for TEns legal costs?

1 5 A. No. As discussed later in this testimony, third-party owners will pay TOP $12.5 million for

1 6 operating costs related to Unit 1 incurred on behalf of the third-party owners."

1 7

18 Rate Cafe Expense

1 9 Q. Please explain Staff adjustment E-15 - Rate Case Expense.

20 A.

2 1

22

The Company has included an estimate for incremental outside service rate case expense i n

its revenue request that initially totaled $1.19 million and was later updated to an estimated

$1.21 million." Staff recommends that this amount be reduced as the total amount is

23 | excessive and would represent an unreasonable burden on ratepayers. The Company did not

32 TEP response to AECC 10.1 (Attachment DHM -31).
33 TBP response to STF 13.2 (Attachment DHM -41).
34 TEP response to STF 13.2 (Attachment DHM-41).
35 TOP response to STF 8.1 (AttachmentDHM-35).

l l l I
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1

2

use a competitive bidding process for the procurement of these outside services." Using no-

bid contracts likely drove the costs up. It should also be noted that the Company's request is

3 for outside services, beyond what is provided by TEP's internal labor.

4

5 Q. How does the Company's request in this proceeding compare to the allowance from

6 prior cases?

7 A. In  b o th of 'REP 's  prior ba s e  ra te  ca s e s , Docke t Nos . E-01933A-05-0650 a nd E-01933A-12-

8

9

1 0

0291, the allowance for rate case expense was based on a total amount of $900,000"

normalized over a four-year period, for an annual recovery of $225,000 per year. The

Company's request in this proceeding is a 34 percent increase.

1 1

12 Q. What is Staffs recommendation for an allowance for rate case expenses?

13 A.

1 4

15

16

Staff recommends an annual allowance of $225,000 per year based on holding the

incremental outside services rate case expense to $900,000, normalized over the same four-

year base Blind cycle that was used in TEP's last base rate case. Staffs adjustment increases

the Operating Income by $89,000.

1 7

18 Credit Card Pmre.f.rin<g

1 9 Q. Please explain Staff adjustment E-16 - Credit Card Processing Fees.

20 A.

2 1

The Company is proposing to include the majority of the cost associated with providing

credit card payment service within its cost of service." Staffs adjustment removes these

22 costs and increases the Operating Income by $2.146 million.

23

as TEP response to RUCO 7.19 (Attachment DHM-34).
37 TBP response to RUCO 5.4 (Attachment DHM-36).
asDirect Testimony of DallasDukes, page 58, lines 4-5.

l \ll
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1 Q. Who currently pays for the cost of customers that use credit cards to pay their bills?

2 A.

3

All of the third-party transaction fees associated vsdth credit card payments are paid directly to

the third-party vendor by the customer rnznkian the payment.

4

5 Q. What is the Company's proposal?

6 A.

7

8

The Company is requesting to reduce the costs charged to credit~card-paying customers from

$3.50 per credit card transaction to $1.00 per transaction, limited to one transaction per

month for up to $700. The remaining costs of providing this service would be included in

9 rates."

1 0

1 1 Q- Why does Stall' oppose the Company's proposal?

1 2 A.

13

1 4

1 5

1 6

1 7

1 8

1 9

There are two reasons that Staff opposes the Company's proposal First, the Company's

proposed change does not significantly reduce the credit card fees that customers' experience.

It merely reduces the visibility of the fees. The Company wants to increase expenses--paid

by ratepayers-to still cover the full cost of the credit card processing fee. The proposal

shifts the burden of some of the credit card costs away from credit-card ratepayers and onto

non-credit-card ratepayers. Therefore, not only does the proposed change not significantly

reduce costs, it creates a subsidy for credit card customers, while those who do not pay by

credit card must share in the cost for tlle rest of the charge.

20

2 1

22

23

24

Second, the Company's adjustment assumes a significant volume increase in credit card

payments. The Company projects a volume increase in credit card payments of 50 percent M

the first year of this program and 70 percent over three years. This volumetric increase is

based on cadcudations of independent industry leaders in utility credit card payment

39 Direct Testimony of Dallas Dukes, page 58, lines 7-10.
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1

2

processing. This large increase in volume creates an even greater burden for those not paying

by credit card.

3

4

5

6

In summary, Staff opposes the proposed change in recovery of credit card fees because the

proposed change is a deceptive move that results in no savings for ratepayers as a whole and

increased burden for non-credit-card-paying customers.

7

8 Intern! ii/nabmniqation

9 Q. Please explain Staff adjustment E-17 - Interest Synchronization.

1 0 A.

1 1

1 2

13

The interest synchronization adjustment synchronizes the rate base and cost of capital with

the tax calculation. The adjustment applies the weighted cost of debt to the calculation of

test year income tax expense. The result is an adjustment to the amount of synchronized

interest included in the max calculation. The adjustment reduces the Operating Income by

1 4 $483,000.

1 5

1 6 ]\4zl.f0e//aneofu 5mfiae Fear

1 7 Q. Does Sta.&' recommend any other adjustments to Operating Income?

1 8 A.

1 9

Possibly. The Company has revenue associated with Service Fees that will need to be trued

up based on the Final rate design.

20

21 I MiscellaneousExpen.re.r

22 Q_

23

Did Staff' review ally other expense items that were not adjusted by the Company

during its analysis?

24 A.

25

Yes. Staff reviewed various expenses, including those vdthin the Company's miscellaneous

expenses accounts. Staff found a number of items that required additional discovery to fully

Illllllllllllll\lll l l l
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1 understand whether they were appropriately included within the Company's revenue

2 request.4°

3

4 Q. Does StaE recommend any adjustments associated with this review of miscellaneous

5 expenses?

6 A. No.

7

8 S GS  UNIT 1

9 Q. Please elaborate on the recent developments regarding SGS Unit 1.

1 0 A.

1 1

1 2

1 3

1 4

1 5

In January 2015, TEP became the owner of 49.5 percent of SGS Unit 1. On February 29,

2016, well after the Company filed its application, TOP entered into an agreement unlth the

third-party co-owners to purchase their undivided 50.5 percent interests in Unit 1 for $85

million. The transaction is subject to, among other things, FERC approval and satisfaction of

other customary dosing conditions." The Company expects the purchase of Unit 1 to dose

in the second quarter of 2016.42

1 6

1 7 Q. What was the situation prior to the signing of this agreement?

18 A.

1 9

20

2 1

22

Prior to the agreement, the two co-owners of SGS Unit 1,43 both of whom were former

lessons under a long-tenn lease with TEP, filed various legal actions against the Company and

have failed to pay TEP for their share of the operating and capital costs of SGS Unit 1 since

the lease expired injanuary 1, 2016." Through March 2016, the co-owners owed TEP $28.9

million in operating costs and $6.5 million in capital costs."

40 TEP response to STF 18.2 (Attachment DI-IM-38).
41 TOPresponsero STF 13.2 (Attachrnaat DI-IM-41).
42TEP response to STF 13.3 (AttachmentDI-IlVf-42).
43 SGS Unit 1 undivided interest co-owner: Altema Spxingerville LLC, an affiliate of Alter fa CapitalPartners, owns
43.0693percaleand LDVF1 TEP LLC, an affiliate of the Fortress Investment Group owns 7.4257 percent. Source'TEP
response RUCO 9.10 (AttachmentDHM-46).
44 Direct Testimony of KentonGrant, page33, line23-page 34, line 1.
45 TEP response toRUCO 9.09g (AttachmentDHM-45).
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1 Q. Will the third-party owners pay any of the unpaid operating and capital costs as part

of this agreement?2

3 A.

4

The third-party owners will pay REP $12.5 million for operating costs related to Unit 1

incurred on behalf of the third-party owners."6 The Settlement does not include any

reimbursement for the outside legal expenses."5

6

7 Q- What does the Company intend to do with the unreimbursed O&M costs?

8

9

1 0

A. The Company stated the unreixnbursed O8cM costs will be written of£48

Q. How has the Company treated SGS Unit 1 in it requested recovery?

1 1 A.

1 2

13

In the Company's initial application, the Company included an adjustment to remove the co-

owners' portion of the operating costs from O&M expenses and was proposing to recover

the co-owners 50.5 percent share of O8cM costs through the PPFAC, commencing on the

effective date of the Commission's rate order.1 4

1 5

1 6 Q- Has the Company modified its requested recovery with the pending purchase of SGS

1 7 Un it  1?

1 8

1 9

A.

2 0

2 1

22

The Company stated that the proposal to recover the co-owners 50.5 percent share of O8cM

costs through the PPFAC, which predated TEP's agreement to purchase the 50.5 percent

share, stated that PPFAC recovery would apply only if the generating capacity was available

to meet retail customer demand. The Company still supports this recovery method but is

also amenable to O8cM recovery through non-fuel rates."

23

46 TEP response to STF 13.2 (Attachment DHM-41).
41 TEP response to STF 18.1 (Attachment DHM-32).
48 TBP response toRUCO 9.09h(Attachment DI-IM-45).
49 TEP response to STF 17.05 (Attachment DHM-43).
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1 Q. What is Stay's recommendation regarding the Company's plans?

2 A.

3

4

5

6

7

8

9

1 0

Staffs vsdmess, Michael McGanry, will address the Company's proposal regarding

recovery of SGS Unit 1 O8cM costs through the PPFAC as initially proposed by the

Company. In regard to the Compass statement that it is amenable to O8cM recovery

through non-fuel rates, the Company has not provided any comprehensive analysis on the

potential impact of the settlement and purchase of SGS Unit 1 on rate base, (including

additions to plant in service for the acquired undivided interests and treatment of leasehold

improvements recorded as a regulatory asset that are currently being amortized), O8cM costs

(including amounts to be written off), depreciation, fuel, and even who will get the energy.

Therefore, Staff is not proposing an adjustment at this time.

11

12

13

14

FORTIS ACQUISIT ION COSTS

Q, Did the Company address the rate-case-related conditions in the Fortis/UNS Energy

merger settlement agreement?

1 5 A.

1 6

1 7

1 8

1 9

2 0

2 1

I

There were 66 settlement conditions within the Settlement Agreement that the Commission

approved in Docket Nos. E-04230A-14-0011 and E_01933A_14-0011 in Decision No. 74689

(August 12, 2014). The Company's direct testimony identif ied and reported on its

compliance to 13 settlement conditions as they relate to this rate case. There are two other

conditions @.e., 28 and 29) regarding best efforts to maintain or improve quality of service.

The Company will report on its compliance with the other settlement conditions in an annual

compliance Elian, with the Erst such annual report due April 1, 2016.51

22

23 Q. Which Settlement Conditions did the Company address related to the rate case in this

filing?24

25 A. The Company addressed the following Merger Conditions.

50 TBP response to STF 17.06 (Attachment DHM-44).
51Direct Testimony of Frank Marino, page 46, lines 12-16).
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1

2

3

4

Condition 5: The Company is not seeking recovery of or on any acquisition premium

or goodwill amount in this rate proceeding.

Condition 6. The revenue requirement does not include any allocated Fortis costs.

Condition 7: The revenue requirement does not include costs for shareholder

5

6

litigation related to the merger to ratepayers.

Condition 8: The revenue requirement does not include recovery of or on the

7 transaction and transition costs associated with the merger.

8

9

1 0

l l

1 2

Condition 8 (additional element): The revenue requirement does not include recovery

of any Change of Control and Retention payments related to the merger.

Condition 9: The revenue requirement does not include impacts of any fluctuations in

foreign exchange rates and any incremental taxes arising from its international

ownership S1Il1ctl1I€.

13

1 4

1 5

1 6

1 7

1 8

Condition 10: Fortis has not made an acquisition since the approval of the

Fortis/UNS Energy merger that has had any material adverse impact on UNSE.

Condition 11: Revenue requirement in tills case does not include any increase in the

total compensation of the Senior Management Personnel. Ar the end of the test year

there were 10 executive officers of UNS Energy. This is one fewer than the number

of executive officers as of August 12, 2014, the date of Decision No. 74689,

1 9 a pproving the merger. Therefore, pursuant to Condition 11, the portion of

20

2 1

compensation for those Senior Management Personnel that is allocable to TOP has

not increased

22

23

24

25

26

Condition 12: Fortis has not completed any merger or acquisition within the United

States since the approval of the Fortis/UNS Energy merger.

Condition 13: Goodwill and transaction costs of the merger have been excluded from

the rate base, expenses, and capitalization in the determination of rates and earned

returns of TEP.
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1

2 o r

Condition 15: The revenue requirement does not reflect any recovery or recognition

in the determination of rate base of any legal financial advisory fees otheror

3

4

5

6

7

8

9

10

11

12

external costs associated with the merger.

Condition 17: The capital structure in this docket is separate from that of Fortis. The

Company has used UNS Electric's actual capital structure in this rate case.

Condition 62: TOP relies in whole or in part on Fortis for the following items. First,

while TEP continues to raise debt capital funds through its in-house treasury

function, equity capital financing is performed entirely by Fortis. The costs incurred

by Fortis for this function are allocated to UNS Energy and TEP and those costs

incurred during the Test Year have been removed. Second, TEP coordinates with

Fortis on procuring the majority of its insurance coverage to take advantage of scale

discounts that would otherwise be unavailable to TEP. TEP contracts with the

13 insurance broker directly and is direct charged for such coverage."

14

15 Q. Is the Company in compliance with the settlement conditions that it reported on in

16

17 A.

18

19

this proceeding?

Yes. However, as discussed by Staff Witness David Purcell, there are possible downgrades of

Fords and TEP securities in connection with the proposed acquisition of the ITC Holdings

Corp. Staff has reserved the right to comment on whether this would result in a material

adverse impact and violate Condition 10.

22

23

24

25

In addition, the Company justified its compliance to Condition 11 based upon the number of

off icers as opposed to the change in total compensation. Condition 11 states, "The

Regulated Utilities shall not include in the revenue requirements any increase in the total

compensation of Senior Management Personnel (the 11 executives at the date of closing) in

52 Dialect Testimony of Frank Mad no, page 46, line 9 - page 49, line 24.
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1

2

3

4

5

6

7

any rate increase request using a test year ending December 31, 2017, or earlier. I f  the

number of Senior Management Personnel in a test year ending December 3, 2017, or earlier is

less than 11, the aforementioned total compensation will be reduced appropriate

[Emphasis added]5° The Company stated that at the end of the test year there were 10

executive officers of UNS Energy. This is one fewer than the number of executive officers

of August 12, 2014, the date of Decision No. 74689, approving the merger. Therefore

pursuant to Condition 11, the portion of compensation for those Senior Management

Personnel that is allocable to TEP has not increased"8

9 1

10

11

12

13 requested by the Company in this rate case.

During the test year the number of officers were reduced to ten." However, at the date of

the Being, there were once again 11 ofHcers.5' Staff believes that compliance to Condition 11

should also consider total compensation before the merger and the total compensation

Staf f  found that total adjusted officer

14

15

compensation included witlain the test year is less than the total compensation prior to the

merger." The Company is in compliance vn'th Condition 11.

16

17

18

19

20

21

While the Company is 'm compliance for the settlement conditions that it reported on in this

proceeding, as discussed by Staff Witness David Parcell, there are possible downgrades of

Fortis and TOP securities in connection with the proposed acquisition of the ITC Holdings

Corp. Should these downgrades occur, Staff has reserved the right to comment on whether

this would result in a material adverse impact and violate Condition 10.

22

53 Docket Nos.E-04230A-14-0011 and E-01933A-14-0011, Decision No. 74689, Exhibit A-Settlement Agreement, page 2.
54 Direct Testimony of Frank Marino, page 48, lines 8-15.
as TOP response ro AECC 13.2 (Attachment DHM-40).
so TOP response to AECC 13.3 (Attachment DHM-39).
57 TOP response to AECC 13.1, Coniidentid Attachment (Confidential AttachmentDHM-47) .
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1 Q. Does this conclude your direct testimony?

2 Ye s .

|

A.
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Professional Experience and Education of Donna H. Mullinax

Summary

Mrs. Mullinax has over thirty~six years of financial, management and consulting
experience. She is President of Blue Ridge. Prior to assuming the role as President, she held
the position of Vice President and Chief Financial Officer for the last 20 years and served on
various Boards of Directors. She has extensive experience in project management;
regulatory and l i t igation support; f inandad, administration, and human resource
management. She has performed numerous financial, compliance and management audits.
Mrs. Mullinax has excellent analytical skills and report writing capabilities. She has designed
and implemented accounting and business systems and developed policy and procedure
manuals to support those systems.

Key Qualyications and Selected Professional Experience

Financial. Administration. and Human Resource Management
As Chief Financial Officer and Vice President she is responsible for all aspects of

financial, administration, and human resources. Her responsibilities include accounting,
cash management, budgeting, tax planning and preparation, fixed assets, human resources,
and employee benefits. Records under her control have been subject to an IRS compliance
audit with no findings.

Proiect Management
Mrs. Mullinax has successfully managed numerous projects controlling cost,

schedule, and scope. These projects included management, iinandal, and compliance audits,
M8zA due di l igence reviews, economic viabi l i ty studies, prudence reviews, and
litigation/regulatory support for construction contract claims and regulatory proceedings.
She works well wide diverse team members and has an excellent ability to reconcile various
viewpoints and establish and maintain effective worldng relationships among cross-
functional teams.

Financial. Compliance. and Management Auditing
Mrs. Mull inax is a skil led auditor. She has performed numerous financial,

compliance, and management audits for governmental entities, businesses, and public
utilities. As aCPAand CIA, she is knowledgeable about sound internal control processes and
procedures and has made numerous recommendations for modifications to provide
reasonable assurance regarding the achievement of objectives related to (1) effectiveness
and eflidency of operations; (2) reliability of financial records, and (3) compliance with
laws and regulations.

She has also conducted detailed base rates revenue requirements and rider
compliance audits. She has analyzed financial information and budget projections,
performed risk identification, and evaluated performance against industry benchmarks. Her
extensive professional experience allows her to effectively analyze and evaluate methods
and procedures and to thoroughly document her findings. She has successfully testified to
her audit findings.

~:» Before the Nebraska
Advocateof Nebraska

Public Service Commission (NEPSC) on behalf of the Public

NEPSC Applica tion
2014.

NG-0072.01, SourceGas Distribution, LLC May 2014-August

Pa ge 1



Professional Experience and Education of Donna lL~MuIIinux

Docker No. E-019a3A-15-0322
Attachment DHM-1

Page 2 of 9

NEPSC Application No. NG-0074, Black Hills/Nebraska Gas Utility Company, LLC,
d/b/a Black Hills Energy,]fly-November 2013.
NEPSC Application No. NG-0072, SourceGas Distribution, LLC March 2013-May
2013.

Project Manager and Lead Auditor. Led the review of the Companies' applications
for an infrastructure system replacement cost recovery charge for compliance to the
Nebraska Natural Gas Regulation Act. The reviews included a detailed mathematical
verification and validation of support for the revenue requirements model and
reviews of plant work order supporting the requested recovery of utility plant in
service. Summarized the transactional testing results and calculated the impact to
the customer charge. Drafted the report including documentation of findings,
conclusions, and recommendations and coordinated the accumulation of work
papers to thoroughly support all work

On behalf of the Staff of the Public Utilities Commission of Ohio [PUCO]

l Case No. 16-0021-EL-RDR: Distribution Investment Rider (DIR) Audit of Columbus
Southern Power Company and Ohio Power Company, d/b/a AEP-Ohio, March 2016-
Present. Project Manager and Lead Auditor.
Case No. 1S-1739-EL-RDR: Delivery Capital Recovery (DCR) Rider Audit of Ohio
Edison Company. The Cleveland Electric Illuminating Company, and The Toledo
Edison Company (collectively, Companies), December 2016-March 2016. Project
Manager and Lead Auditor.
Case No. 14-1929-EL-RDR: Delivery Capital Recovery (DCR) Rider Audit of Ohio
Edison Company, The Cleveland Electric Illuminating Company, and The Toledo
Edison Company (collectively, Companies), December 2015-March 2015. Project
Manager and Lead Auditor.
Case No. 13-2100-EL-RDR: Delivery Capital Recovery (DCR) Rider Audit of Ohio
Edison Company, The Cleveland Electric Illuminating Company, and The Toledo
Edison Company (collectively, Companies), December 2013-March 3013. Project
Manager and Lead Auditor.
Case No. 13~0419-EL-RDR: Distribution Investment Rider (DIR) Audit of Columbus
Souther Power Company and Ohio Power Company, d/b/a AEP-Ohio, March-
August 2013. Project Manager and Lead Auditor.
Case No. 12-2855-EL-RDR: Delivery Capital Recovery (DCR) Rider Audit of Ohio
Edison Company, The Cleveland Electric Illuminating Company, and The Toledo
Edison Company (collectively, Companies), December 2012-]uly 2013. Project
Manager and Lead Auditor.
Case No. 11-5428-EL-RDR: DCR Rider Audit of Ohio Edison Company, The Cleveland
Electric Illuminating Company, and The Toledo Edison Company (collectively,
Companies), November 2011 - May 2012. Project Manager and Lead Auditor.

Led the review to ensure the accuracy and reasonableness of the Companies'
compliance with its Commission-approved infrastructure cost recovery rider filings.
The review included a detailed mathematical verification and validation of the
support of the riders' revenue requirements model, development of sensitivity
analysis that supported the PPS sampling techniques used to isolate specific plant
work order for further testing. Summarized the transactional testing results and
calculated the impact to the rider's revenue requirements. Detailed variance
analyses of historical data with investigations into any significant changes. Drafted
the report including documenting findings, conclusions, and recommendations and

Pa ge 2
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coordinated the accumulation of work papers to thoroughly support all work
performed.

Case # 08-0072-GA-AIR Columbia Gas of Ohio for an increase in gas rates, April-
August 2008
Case # 07-0829-GA-AIR Dominion East Ohio for an increase in gas rates, November
2007-Iuly 2008
Case # 07-OS89-GA-AIR Duke Energy Ohio for an increase in gas rates. November
2007-Februrary 2008

Lead Auditor and assistant project manager. Performed a comprehensive rate case
audit of companies' gas rate filings to validate the Slings, provided conclusions and
recommendations concerning the reliability of the information, and supported Staff
in its evaluation of the reasonableness of the filing. Drafted the report including
documenting findings, conclusions, and recommendations and coordinated the
accumulation of work papers to thoroughly document work performed.

4° On behalf of the Massachusetts Department of Public Utilities, Case No. D.P.U. 08-110,
regarding the Petition and Complaint of the Massachusetts Attorney General for an
Audit of New England Gas Company (NEGC], February-August 2010. Lead Auditor and
Assistant Project Manager. Conducted a management audit on how NEGC manages its
accounting and financial reporting functions and whether sufficient controls are in place
to ensure that the information included in the company's filings can be reasonably
relied upon for setting rates - areas reviewed included general accounting, financial
reporting, and internal controls; plant accounting; income tax; accounts receivable;
accounts payable; cash management; payroll; cost dlocaNons; and capital structure.
Developed the report including documenting findings, conclusions, and
recommendations and coordinated the accumulation of work papers to thoroughly
document work performed.

'I' On behalf of the Staff of the Connecticut Public Utilities Regulatory Authority (PURA),
Docket 07-07-01: Diagnostic Management Audit of Connecticut Light and Power
Company, luly 2008-lune 2009, Lead Auditor and Assistant Project Manager. Performed
an in-depth investigation and assessment of the company's business processes,
procedures, and policies relating to the management operations and system of internal
controls of the company's executive management, system operations, iinandal
operations, marketing operations, human resources, customer service, external
relations, and support services. In addition, supported an in-depth review of die
development and implementation process of the companys new customer information
system. Developed the report including documenting Endings, conclusions, and
recommendations and coordinated the accumulation of work papers to thoroughly
document all findings.

°!° Before the (Jregon Public Util it ies Commission [ORPUC], Docket No. UP 205:
Examination of NW Natural's Rate Base and Affiliated interests Issues, Co-sponsored

, between NW Natural, ORPUC Star Northwest Industrial Gas Users, Citizens Utility
Board, August 2005-Ianuary 2006, Lead Auditor and Assistant Project Manager.
Examined NW Natural's Financial Instruments, Deferred Taxes, Tax Credits, and
Security Issuance Costs to ensure Company compliance with orders, rules, and
regulations of the ORPUC and with Company polices. Developed the report including
documenting findings, conclusions, and recommendations and coordinated the
accumulation of work papers to thoroughly document work performed.
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Regulatory and Civil Litigation
She has provided or supported civil or regulatory testimony in Arizona, Colorado,

Connecticut, Delaware, Illinois, Maryland, Michigan, Missouri, New York, North Carolina,
North Dakota, South Carolina, Texas, and Utah. She has also served as an advisor to public
service commissioners in the District of Columbia and Connecticut In addition to providing
analytical support, she has served as an expert witness and routinely works with other
highly specialized expert witnesses. She has developed defendable analyses and testimony
in connection with rate cases, audit findings, and other regulatory issues. She has also
supported various civil litigations including delay and disruption construction claims and
Financial fraud. She has supported counsel with interrogatories, depositions, and
hearings/trials support.

Regulatory Proceedings
°!° Before the Arizona Corporation Commission on behalf of Staff

Docket No.E-024204A-15-0142 UNSElectric, Inc. August 2015-present.

Project Manager, Lead Auditor, and Expert Witness. Testified to Staffs position
regarding the rate base, adjusted net operating income, and revenue requirements
proposed by UNS Electric, Inc.

*!° Before the Nebraska Public Service Commission (NEPSC) on behalf of the Public
Advocate ofNebraska

NEPSC Application
2014.

NG-0078, SourceGas Distribution, LLC May 2014-December

Project Manager, Lead Auditor, and Expert Witness. Led the review of the
Companies' applications to replace its infrastructure system replacement (ISM) cost
recovery charge with a prospective System Safety and Integrity Rider (SSIR]. The
review included an analysis of the Company's projected revenue deficiency that lead
to the request for the prospective SSIR. The SSIR was subject to a detailed
mathematical verification and validation of support for the revenue requirements
model and reviews of proposed projects supporting therequested recovery of utility
plant in service. Testimony on the analysis will be tiled in August 2014.

On behalf of the Commissioners and Staff of the District of Columbia Public Service
Commission (DCPSC]

Formal Case No. 1103 Potomac Electric Power Company (Pep co) base electric rate
case, ]ume 2013-present. ProjectManager.
Formal Case No. 1093 Washington Gas Light Company (WGL) base gas rates case,
Iuly2011-Iuly 2013. Project Manager.
Formal Case No. 1087 Pep co base electric rates case, September 2011-December
2012
Formal Case No. 1076 Pep co base electric ratescase,Idly-December 2009
Formal Case No. 1053 Pep cobase electric rates case, February 2007-june 2008

Lead Consultant advising Commissioners and Staff of the Office of Technical and
Regulatory Analysis regarding Company's proposed rate base, net operating income
and revenue requirements. Assessed the companies' and Interveners' positions on
various issues and provided defendable recommendations for the Commissioners'
consideration. Developed "what if ' revenue requirement model used during
Commission deliberations to analyze the impact of various adjustments. Supported
the drafting of the Commission's Order and supplied the revenue requirement

Page 4
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schedules to support the final decision. Supported the Commissioners' legal team in
addressing motions for reconsideration.

Formal Case No. 1106 Washington Gas Light Company (WGL) interruptible Service
Customer Class rates and related issues, February 2014-present. Lead Consultant
and Project Manager. Led the effort to review the Distribution Charge Adjustment
and proposed changes as well as the review of taxes, depreciation, and cash worldng
capital within the customer class cost of service study.

I Formal Case No. 1032 Pep co base electric rates case, January-March 2005. Senior
Technical Consultant and Assistant Project Manager. Reviewed and evaluated
Company's compliance filings for class cost of service and revenue requirements for
distribution service pursuit to a settlement approved in May 2002. Provided
analysis and recommended adjustments to Stafil Proceeding was settled in
anticipation of a full rate case for rates to be effective August 8, 2007.

l Formal Case No. 1016 WGL natural gas base rates case, June-December 2003. Senior
Technical Consultant
adjustments regarding the company s proposed increase to base rates - advised the
Commission on party positions during deliberations Review and evaluation of
company'sdepredationstudy filed with the Commission.

Before the Missouri Public Service Commission, Case No. HR-2011-024-1, on behalf of
the City of Kansas City: Veolia Energy Company 2011 and 2012 electric base rates case,
Idly-September 2011. Senior Technical Consultant. Analyzed Company's proposed net
operating income, rate base, and revenue requirements. Supported testifying witness
with drafted testimony and development of a model to calculate an alternative revenue
requirement incorporating recommended adjusunents.

and Project Manager. Analyzed and recommended

4° Before the North Dakota Public Service Commission, Case No. PU-10-657/PU-11-55:
Northern States Power Company [NSP] 2011 and 2012 electric base rates case, April-
November 2011. On behalf of the Commission Staff Lead Consultant and Assistant
Project Manager. Led the analysis of NSP'S rate increase filings and supported
adjustments for the Commission's consideration. Developed a model to calculate the
appropriate revenue requirements and exhibits to support Staff recommended
adjustments.

Before the Connecticut Public Utilities Regulatory Authority (PURA), Docket 10-02-13:
Aquarion Water Company base rates case, on behalf of the PURA, April-August 2010.
Senior Technical Consultant and Assistant Project Manager. Reviewed the expense
component of the company's revenue requirement and recommended adjustments for
Staff consideration.

Before the of the Delaware Public Sem'ce Commission on behalf of Staff

Docket No. 09-414: Delmarva Power & Light Company (DPL) electric base rates
case,September 2009-May 2010. Expert Witness and Assistant Project Manager.
Analyzed the company's rate increase Filings and provided testimony offering
adjustments for the Commission consideration related to the rate base and
revenue requirements.

Docket No. 06-284: DPL's gas base rates case, October 2006-March 2007. Senior
Technical Consultant and Assistant Project Manager. Analyzed die Company's
tilings, checked the mathematical accuracy of the Company's revenue
requirements calculations, and provided analytical support to testifying witness.

Page 5
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Professional Experience and Education of Donna H. Mullinax

°2° Before the Michigan Public Service Commission (MIPSC) on behalf of the Michigan
Attorney General

Case No. U-15506: Consumers Energy Company base gas rates case, May-November
2008. Expert Witness and Assistant Project Manager. Analyzed the company's rate
increase filings and provided testimony offering adjustments for the Commission
consideration related to the rate base and revenue requirements - proceeding was
settled through negotiations.

Case No U-15244 Detroit Edison electric base rates case, September 2007-October
2008.

Case No. U-15245 Consumers Energy Company base gas rates case, July 2007-April
2008.

Senior Technical Consultant and Assistant Project Manager. Analyzed the Company's
filings, checked the mathematical accuracy of the Company's revenue requirements
calculations, and provided analytical support to testifying witness.

Case No. U-14547 Consumers Energy Company base gasrates case, December 2005-
April 2006. Expert Witness and Assistant Project Manager. Analyzed Company's rate
increase filings and provided testimony offering adjustments for Commission
considerationrelated to the rate base and revenue requirements.

4° Before the Maryland Public Service Commission (MDPSC)

Case No. 9092 Pep co electric base rates case, on behalf of the Staff of the MDPSC,
December 2006-Iune 2007. Expert Witness and Assistant Project manager. Analyzed
Company's rate increases filings and provided direct and rebuttal testimony offering
adjustments for the Commission consideration related to die rate base and revenue
requirements.

Case No. 9062 Chesapeake Utilities Corporation gas base rates case,on Behalfof the
Maryland Office of People's Counsel, May-August 2006. Expert Witness and
Assistant Project Manager. Analyzed Company's rate increase filings and provided
testimony offering adiusnnents for the Commission consideration related to the rate
base and revenue requirements - participated in settlement negotiations that were
ultimately accepted by all parties.

Before the Illinois Commerce Commission, Case No. 05-0597, on behalf of the Illinois
Citizens Utility Board, Cook County State Attorney's Office and City of Chicago,
November 2005-May 2006. Senior Technical Consultant and Assistant Project Manager.
Analyzed the Company's filings, checked the mathematical accuracy of the Company's
revenue requirements calculations, and provided analytical support to testifying
witness.

0o*o

Before Me Hawaii Public Utilities Commission (HPUC), DocketNo. OS-0075' instituting a
Proceeding to Investigate Kauai Island Util ity Cooperative's Proposed Revised
Integrated Resource Planning and Demand Side Management Framework, On behalf of
the Staff of the HPUC, lune-November 2005. Senior Technical Consultant and Assistant
Project Manager. Conducted and reported on the results of an industry survey of other
cooperatives and Commissions to obtain an overview of how other entities approach
the specific issues identified within this docket;

Before the Public Utilities Commission of the State of Colorado (COPUC], Docket No.
04A-050E: Review of the Electric Commodity Trading Operations of Public Service

Page 6
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Company of Colorado (PSCo), On behalf of the COPUC Staff March-September 2004.
Expert Witness and Assistant Project Manager. Performed a transaction audit of PSCo's
electric commodity trading operations and submitted testimony describing the process
used to conduct the investigation, a summary of the audit findings, and discussion of the
significance of the findings.

Before the New York Public Service Commission, Case No. 00-E-0612: Proceeding on
Motion of the Commission to Investigate the Forced Outage at Consolidated Edison
Company of New York, lnc.'s Indian Point No. 2 Nuclear Generation Facility, On behalf of
Consolidated Edison Company of New York, Inc., October 2000-September 2003. Project
Manager. Supervised cross functional teams to assist scheduling and nuclear
engineering experts with responses to interrogatories and the development of three
comprehensive rebuttal testimonies on the prudence of emended outages at the Indian
Point 2 nuclear power plant. The proceeding seeded prior to tiling of testimony.

Civil Litigation
ADF Construction vs. Kismet, On Behalf of ADF Construction, December 2003-February
2004. Assistant Project Manager for a delay and disruption construction claim related to
a large hotel complex in North Carolina - worked with scheduling experts to determine
schedule delay and disruption and calculated related damages.

°!~ On behalf of New Carolina Construction, Iuly 2002-Ianuary 2003

9:0

New Carolina Construction vs. Adar tic Coast
New Carolina Construction vs. Acousti

Project Manager for a delay and disruption claim related to construction of a loge high
school complex in South Carolina - worked with scheduling experts to determine
schedule delay and disruption and calculated related damages. Claim was settled out of
court.

State of Nevada Bureau of Consumer Protection, September-December 2003. Assistant
Project Manager for damage assessment project related to potential litigation regarding
the Western Market Manipulation.

Oakwood Homes, On behalf of Oakwood Homes, February 1999-May 2000. Assistant
Project Manager for a delay and disruption claim related to the construction of a large
manufacturing facility in Texas - worked with scheduling experts to determine schedule
delay and disruption and calculated related damages. Dispute was settlement through
mediation.

4o*o McMillan Carter, On behalf of McMillan Carter, lune-September 2002. Project Manager
for a delay and disruption claim related to construction of a large high school complex in
North Carolina - worked with scheduling experts to determine schedule delay and
disruption and calculated related damages. Claim was settled out of court.

Fluor Daniel Inc. vs. Solutia, Inc., On behalf of Fluor Daniel, May 2000-August 2001.
Assistant Project Manager for a delay and disruption construction claim related to large
chemical processing facility in Texas - worked with scheduling experts to determine
schedule delay and disruption and calculated related damages. Dispute proceeded
through mediation.

•o*o First National Bank of South Carolina vs. Pappas, On Behalf of First National Bank of
South Carolina, 1991-1992. Civil litigation, deposed during pre-trial discovery on
analytical findings related to check kiting and fraudulent loan applications. Supported
counsel andexpert witnesses during civil proceeding.

Page 7
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°2° First Union vs. Pappas, On Behalf of First Union, 1991-1992. Civil litigation, deposed
during pre-trial discovery on analytical Endings related to check kiting and fraudulent
loan applications. Dispute was settled outof court;

Testimonyprojected

Before the Colorado Public Utilities Commission
l Public Service Company of Colorado Docket No. 04A-050E

Before the Delaware Public Service Commission
I Delmarva Power 8; Light Company - Docket No. 09-4-14

Before the Maryland Public Service Commission
l PotomacElectricPower Company -Case No. 9092
l Chesapeake Utilities Corporation- CaseNo.9062

Before the Michigan Public Service Commission
I Consumers Energy Company - Case No. U-15506
I Consumers Energy Company - Case No. U-14547

Before the Public Service Commission of Nebraska
I SourceGas Distribution LLC - Docket No. NG-0078

System Implementation
Mrs. Mullinax has worked with various business and local governmental entities to

design and implement accounting and business systems that addressed real world
problems and concerns. She has developed accounting policy and procedure manuals for
county governments, a library, and a water utility.

Professional Fxperien Ce

Blue Ridge Consulting Services, Inc.: 2004 - Present
President
Wee President and Chief Financial Ojicer
Senior TechnicalConsultant / Expert Witness

Hawks, Giff els &ruin, Ire.: 1993 - 2004
Vice President and Chief Financial Officer
Executive Consultant
Controller

Cherry, Bekaert & Holland, CPAs: 1991 - 1993
Accounting Supervisor
Senior Accountant
Sta}j'A accountant

Professional Sales Representative
Smith, Kline and French Pharmaceutical Company: 1988 - 1991

Milliken & Company: 1979 - 1988
Quality Assurance Manager
Technical CauseAnalyst
Department Manager

Page 8
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Professional Cemfication

CertifiedPublic Accountant (CPA), State of SouthCarolina - 1993
Certified Financial Planner (CFP) - 1994
certified Internal Auditor (CIA) - 2006
CharteredGlob8d Management Account (CGMA) - 2012

Professional Ajjiliations

Member of the American Institute of Certified Public Accountants (AICPA)
Member of the South Carolina Association of Certified Public Accountants (SCACPA)
Member of the Institute of Internal Auditors (HA)
Member of the Western Carolinas Chapter of the Institute of Internal Auditors (WCHA)

Education

Clemson University, B.S. Administrative Management with honors, 1978
Clemson University, M.S. in Management, 1979
College for Financial Planning, 1994
NARUC Utility Rate School, 32"" Annual Eastern
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO
UNIFORM DATA REQUESTS _ 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
November 13, 2015

Dog<et No. E-01933A-15-0322
Attachment DHM-3

Page 1 <>f 2

UDR  1 .0 6 8

Tm; Rage, Please provide the Company's effective tax rate used to calculate the revenue increase
attributable net income deficiencies.

RESPONSE :

The combined effective income tax rate used by the Company for the revenue increase is

38.24%. Please see UDR 1.068 Tax Rates.x1sx for details. The Excel file is not identified by

Bates number.

RESPONDENT:

W.Anne Jie

WITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")
UNS Energy Corporation and Fortis Inc. Joint Notice of
Reorganization Settlement Agreement apgprovd in Decision No. 74689
(August 12, 2014) (the "UNS-Fortis Settlement Agreement")

UniSource Energy Services ("UES")
UniSom1:e Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas,Inc.("UNS Gas")
UNS Electric, Inc. 2014 Rare Case Settlement
Agreement approved in Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreeluuent")

II | - Ill l



noexea No. E-01933A-15-0322
Attachment DHM-3

Pages of 2

TUCSON ELECTRIC POWER COMPANY

RATE CASE .. 6/30/2015 TEST YEAR

UDR 1.068

Tax Rates
/Users/tracymullinax/ownCloud/Projects/Arizona TEP/DMS/Responses/UDR/[UDR 1.068 Tax Rates.xlsxlEffectlve Tax Rates

Statutory Rate Apportionment

(2014 Tax Return)

Federal

AZ

NM

in 2017

0.35

0.049

0.062

034136

0.063801

Rates with No Offset

Federal

AZ

NM

Sum

0.33254026

0.04512664

0.00375833

o.asz4z5z3

Rates as they ms: in Provision

Federal

Federal Offset

AZ

NM

NM Offset

Sum

0.35000000

-0.01745974

0.04612664

0.00395566

-000019733

038242523

Rates as they should exist in Powertax

Fed Statutory 0.35000000

Fed Offset - NM -0.00137928

Fed Offset - AZ _0.01608046

AZ Statutory 0.0461zss4

NM Statutory 0.00395566

NM Offset - NM -0.00001487

NM Offset - AZ -0.00018246

Sum 0.asz4zsza

0.00000000

5 / 1 6 / 1 6 9 : 5 1 AM

'lllllllllllllllllllll\ l I l nu au l al l ulwl l



AmountProject ID

D14AD79

D141AFR

D02AB96

D13SK02

D14N M15

D13SE01

D1410SP

D12AC77

D08AB07

D05AD32

D13AC90

D11DD93

D09E002

D13LE28

s 9,774,012.56

$ 2,365,016.43

$ 1,660,945.92

s 1,07S,679.17

$ 553,547.06

$ 498,459.36

s 380,251.50

s 277,508.08

s 258,864.69

s 220,886.04

s 158,920.48

s 131,864.22

s 130,582.93

s 112,773.68

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S s1xrE°°°8v'49ii8lZ33$n3883'3
SET oF DATA REQUESTS REGARDINGTHE 2015 TOP RATE CASE Page 1 °f 3

noc1<ET no. E-01933A-15-0322
May 2, 2016

S`l'F 16.3

Post Test Year Plant: For each project listed below, please provide the following:

a. The in-service status of each (provide date).

b . If the date is airer 12/31/15, provide justification for inclusion in the post-test year ratebase
adjustment.

RESPONSE :

a. TEP is in the process of gathering the requested information and will provide it as soon as

possible.

TEP is in the process of gathering the requested information and will provide it as soon as

possible.

RESPONDENT:

David Lewis

WITNESS:

David Lewis

SUPPLEMENTAL RESPONSE: May 4, 2016

a.

b .

Please see the attached excel file "STF 16.3 Projects.x1sx" for in service status.

The Post-Test Year plant adjustment is limited to dollars invested as the end of the test
year. These projects are expected to be in service prior to the new rate effective date and
will provide customers the benefit during the life of these assets. This is consistent with
the methodology approved in TEP's prior mate case.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

b.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electl'ic")
UNS Gas, INC. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S sIxT°1̀3e1§"19i=§§l§33A 288883
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 2 off

DQCKET NO. E-01933A-15-0322
May 2, 2016

RESPONDENT:

Bernadette Porter

WITNESS:

Dallas Dukes

Arizona Coloration Commission ("Conlmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS E"€"8Y Corporation ("UNS")

UniSouree Energy Services ("UES")
UniSouree Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



Remotes 312 D14AD79 SelectiveNon-CatalyticReduc 9,774,012.55 April-15
General Plant - Software 303 D141AFR zo14 Acct Financial Reporting 2,35S,016.43 May-16
Tuzsan PowerProduction 315 .D02AB96 In #3 Step Transformer Replant 1,660,94s.92 JUN-16
Sprlngewille andPhotovoltaic 312 D13SK02 SGS uz Mermry 1,075,579.17 MAY-16
Other Distribution 362 D14NM1S _Volt-Var Pilot Ph1& 2 553,547.05 JUL-16
Springerviile and Photovoltaic 312 D13SE01 SGS U1 Mercury 498,459.36 MAR-16
General Plant - Software 303 D1410SP Oracle Services Procurement 380,251.50 MAY-16
Tucson PowerProduction 312 D12AC77 Sundt Condensate tank Pepi 277,508.07 Dec-16
Tucson Power Production 315 D08AB07 Sundt U3 Mac Replacement 258,854.69 l JUN-16
Remotes 312 DOSAD32 San Juan Various EnWro Props 220,886.04 .IAN-16
Tucson Power Production 311 D13AC90 Sundt CoolingTower Blowdown 158,920.47 DEC-16
Other Distribution 362 D11DD93 NE T2A Swtchgr Replc 131864.22 JAN-16
Other Distribution 362 D09E002 Wilmot To Replacement 130,582.93 Status Change
Other Distribution 367 D13LE28 Rv- Ta ferine West 3rd Fdrlle 112,773.68 Status Cha e

Docket No. E-01933nm-15-0s2z
Miadmment DHM-4

Page 3 of a

TucsonElectric Power

PostTest Year

Project Name FERC Project Description Amount
New Projected

In Svc Date

1

1

Notes:

(1.) 1T\ese preens will be monitored am insure they are achieving what Is expected, and unitized plier to new ems wins Into effect.



Aoausnaetar NAME: Tax Expanse1 I |

Ao.lusruenT TD: Inhume swa13mwn

DATE SUBMITTED: Odnher 22, m15
PREPARED BY: Eric Fnwler

CHECKED BY:
r

Revnswsu BY: sJun Rademacher

Toll! Cvmwnv

FERC
ACCT FERC ACCOUNT usscmmou DEBIT CREDIT

Genesatbn $10,821

Wmunbsion snasz has

Dlsartbution $3,123,911
.Geno=vnlaanga=a¢ s1s.au4

ss.nas.1es s1s,104

Acc Jurluldlnnal

Dean cnrnrr

s9,71s
so

$3,123.911
$13,830

ss.1a§,szs suaao

Ducker No. E-01933A-15-0322
AtiadwmentDHM-5

Page1 of 4

Tucson ELECTR\C POWER COMPANY
INCOME srAre\IEnT PRO FoR»aA ADJUSTMENT

TEST YEAR ENDED JUNE so, zols

mf(
VU

ENTRY TDTAL

NET ENTRY 111 m 8.119.495

Reason tor Adlustmoqg
T¢»qu¢plupenyux¢==p¢nu¢covenanunsaummenbanuuueafunuyplunauwnleaupaupmynxauon.the
p¢uper'ly(ax!sllsslflQNI818ldldUledbb!ln!\'l"Bdln291B,lh82015lvellg8AZplDpBr!y\8xnl1Bs,il\§¥h!2014NMp1lJDlliyllxrBlBs.

TEp(os22)ooa2o2
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Docket No. E-01933A-15-0322
Attachment DHM-5

Page 2 of 4
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ADJUSTIIETN NAIIE: Post Test Year Plant - Renewables
ADJUSTMENT TO: Rate Base
DATE SUBMITTED: .atembel* oh, 2015
PREPARED BY: . \Bernadette Porter
CHECKED BY: 11R' Rameriz
REVIEWED BY: 1David Lewis

viT ool Com
FERC
AccT FERC ACCOUNT DESCRIPTION DEBIT CREDIT

1o1 Plant In - Service
a12 Boilerplant eauinment $5,500,000 4.
344 Generators s1s 224.916
397 -|Communication uinment $26,695-

1oa1 1I  ;Accumulated reoladon
312 Boiler plant equipment 91.850
344 Generators 487,328
297 aCommunication Wnment sos

$23,751,611 $sss,sss

Acc Jurisdictional

DEBIT CREDIT

54,938,053
s1e.ae2.sa5

$23,485

582.465
5447,039

eta

$21,324,373 5530,107

comet No. E-01933A-15-0322
Attadmment DHM-8

Page 1 of 2

TUCSON ELECTRIC POWER colupAnv
RATE BASE STATEUENT PRO FORIIA ADJUSTMENT

TEST YEAR ENDED JUNE 30, 2015

lb

ENTRY TOTE

NET Enlm 523,191,748
..r

Reason for Adlustmont

To adjust rate base to include used and usefulrenewable plant addilinns that have been, or are expected to be pined in
servicebetween July, 1, 2015 and December al, 2016.

TEP(0322)003605
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S THIRD sE¥°6£L?.""'!8*83"3
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 2

DOCKET NO. E-01933A-15-0322
February 26, 2016

STF 3.6

Pro Forma Adjustment Post Test Year Plant - Renewables $20.794m.

b.

Reference Company Witness dukes, Direct Testimony, page 44.

a. Please confirm that the projects included in this adjustment will not be recovered in the

REST Tracker.

Were the following projects placed into service as expected and for the estimated amounts?

If not, why not?

i . Project D11PD37 - Areva MW Solar Steam Gen.
service date is 12/31/15.

$5,500,000, expected in

ii.
6/17/15.

Residential Solar - $24,914, expected in service date is

iii.

iv.

Project D14PD45 - SGSSS-Solar - $10,303, expected in Scl'vic€ date is 12/15/14.

Project D14R102 - Ft. Huachuca - Solar - $16,391, expected in service date is
12/31/14.

Project TEP Community Solar - Pima city was estimated to be $10,000,000 with an in-
service date of 9/20/16. Please provide the detail as to how the estimated cost was
determined

d. Project Brt Buildout Plan Ft. Huachuca Phase II was estimated to be $8,000,000 with an in
service date of 6/15/16. Please provide the detail as to how the estimated cost was
determined.

e. Please confine that none of the projects in this adjustment are included 'm either the Post
Test Year Plant or Delayed Unitization adjustments .

b.

d.

e.

RESPONSE:

a. ComE1med. Once these projects are recovered though base rates they will not be recovered

through the REST Tracker

(i-) Yes.

( i i ) Yes.

( i i i ) Yes.

( iv) Yes.

Cost estimation on this renewable project was determined by taking 5 MW times $2 per

watt. The $2 per watt reflects the costs related to land, procurement, and construction.

Cost estimation on this renewable project was determined by taking 5 MW times $2 per

watt. The $2 per watt reflects the costs related to land, procurement, and construction. Less

the $2 million savings on the intersection already built in Phase 1.

Confirmed.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

c.

c.

UniSource Energy Services ("UES")
UniSource Energy DevelopmentCompany ("UED")
UNS Electric,Inc. ("UNS Electric")
UNSGas, Inc. ("UNSGas")



TUCSONELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S mm 8 3 ° ° " ' € 8 $
DATA REQUESTSREGARDING THE 2015 TEP RATE CASE Page 2 Cf 2

DOCKET no. E-01933A-15-0322
February 26, 2016

RES P ONDENT:

Bernadette Porter

WITNES S :

Dallas Dukes

Arizona Corporation Commission("Commission")
Fortis hw. ("Fortis")
Tucson ElectricPower Company ("TEP" or the "Cornpan}t')
UNS Energy Corporation("UNS")

UnxlSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electl'ic")
UNS Gas, INC. ("UNS G8$")
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TUCSON ELECTRIC POWER colvlpAny's RESPONSE TO RUCO'S sum-I SET 0E5ghmgn[ DHM
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15~0322
April 15, 2016

Dodtd No. E-01933A-15-0322
-a

Page 1 ¢f 2

RUCO 6.4

Sundt Coal Handling Facilities- Please answer the following questions as they relate to the Slmdt
Coal Handling Facilities:

a. I f  the Company has  removed the Sundt coal handl ing fees  &om rate base in i ts  tes t  year

ad j u s t ed  amou n t ,  t h en  wh y was  a p r o- f or ma ad j u s t men t  ' m  t h e amou n t  o f  $ 1 9 , 1 2 0

necessary? Please explain.

To clarify based on the Company's Rate Base - Sundt pro forma adjustment does the

Company intend to create a regulatory asset for the remaining $16,406,677 of net book

value?

c . To c lar i f y does  the Company intend to s tar t  recovery of  the regulatory asset  in th is  rate

case or in the next rate case?

What is the amortization rate that the Company intends to apply to the regulatory asset?

Why is it appropriate to record the offset of the remaining unrecovered investment against

the excess generation depreciation reserve?

RESPONSE: April 14,2016

TEP is in the process of gathering this information and will provideit as soon as possible.

RESPONDENT:

Bernadette Porter

WITNESS:

Flank Marino

SUPPLEMENTAL RESPONSE: April 15, 2016

a. The wrong ACC Jur isdic t ional al locat ion was appl ied Please see Rate Base -  Sundt Coal

Hand l ing  Fac i l i t ies -Revis edxls x provided in  the s upp lemental  res pons e to UDR 1.001

dated Apr i l  15, 2016.

b. Yes, as stated in Frank Marino's direct testimony, page 9, lines 16 - 20, "As these facilities

are still being recovered in TEP's rates, the investment will be transferred to a regulatory

asset account and amortized at the same rate it would otherwisehave beendepreciated as

plant in service...."

TEP does not intend to recover these regulatory assets in the current or future rate cases.

See RUCO 6.4bresponse.

c.

d.

e. In accordance with the Settlement Agreement in TEP's 2012 rate case f inal Decis ion 73912

(dated June 27,  2013) ,  page 29 l ines  23 -  26 " In recogni t ion of  RUCO's  concern about

exc es s  deprec at ion ,  T EP agrees  that  in  any f i l i ng  related  to the ear ly ret i rement  of  a

product ion asset,  TEP wil l  propose that any then-exis t ing excess deprecat ion reserve wil l

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric PowerCompany ("TEP" or the "Compalny")
UNS Energy Corpoaration ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

e.

d.

b.



TUCSON ELECTRICPOWER COMPANY'S RESPONSE TORUCO'S sncr1i°°§*1E'f"2§r8L2°3$ln28.8i'3.§
DATAREQUESTS REGARDING THE 2015 TEP RATE CASE Page 2 of 2

DOCKET no. E-01933A.15-0322
April 15, 2016

be applied to the unrecovered book value of the retiring assets and that TEP will propose

in the next rate case that the remaining excess depreciation, if any will be made over 15

years".

RESPONDENT'

Bernadette Porter

WI'IINESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company {"TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSource EnergyDevelopment Company ("UED")
UNS Electric,Inc.("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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ADJUSTMENT NAME: Accnzmlaled Del*er1sd Income Taxes

ADJUSTMENT TO: Rate Base

DATE susmnrreoz Odobet pa, ams

PREPARED BY:
// my 10491Deny# Bonsu

CHECKED BY:

REVIEWED BY: Jay Rademacher ~4 \\ l'l/5

Total Company Acc J¢nbau=u¢ml
FERC

ACCT FERC ACCOUNT DESCRIPTION DEBIT CREDIT ll;D IT CREDIT

190 ADIT 175,1211198 5141,245,438

2B2 m~nlT-omewfcpwy 41,326,508 533,332,234

2B3 ADIT-Otha s1,04a.0z2 s49.604,s1 as

8l2.:4e9.sao $115,121 ,198 se2.9as,752 s141.245.4aa

Docket No. E-01933A-15-0322
Attachment DHM-10

Page 1 of 1

Tucson Electric Power Company

RATE BASE PRO FORMA ADJUSTMENT

TEST YEAR ENDED JUNE 30. 2015

ENTRY TOTAL

NET HWRY $az,1s1 sea,aoa,eaa

Re on for Adlushuerlt

To adjust ratebase to erect the pm forma tea! year ADlT

Rate Base - Accumulated Deferred Income Taxes.xlsm

TEP(0322)008475



TUCSON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE
FIRST SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 ¢f2

DQCKET no. E-01933A-15-0322
January 14, 2016

AEC C 1 .3

Bonus tax depreciation. Using TEP's direct case as a startillg point, what is the impact on the

TEP's revenue requirement resulting from the five year extension of bonus tax depreciation in

H.R. 2029 (as signed into law by President Obama on December 18, 2015)? Please provide the

adjustments necessary on both a Total Company and ACC Jurisdictional basis necessary to reflect

the impact of this extension on TEP's requestedrevenue increase. Please provide the workpapers

used to support this response in Excel format with formulas intact.

RESPONSE: January 4, 2016

TEP is in the process of evaluating the I-LR. 2029 through its year end close process and vvnill

respond as soon as possible.

RESPONDENT:

Jason Rademacher

WITNESS:

FralnkMarino

SUPPLEMENTAL RESPONSE: January 14, 2016

For an updated Accumulated Defened Income Tax pro forma adjustment that includes the impacts
of the extension of bonus depreciation, see AECC 1.3 Bonus - Rate Base - Accumulated Deferred
Income Taxes.xlsm. This update would reduce the overall revenue requirement by approximately
$1.5 million. The Excel file is _go identified by Bates numbers.

RES P ONDENT:

JasonRademacher

WITNES S :

Frank Marino

Arizona Corporation Commission ("Conllnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")

UniSourec Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas">

l I ll Illlllll lllllll u I l l ll



ADJUSTMENT NAME: Accumulated Defined Income Taxes

ADJUSTMENT TO: Rate Base

DATE susurrrem January 13, 2016

PREPARED BY: Donye'Bonsu

CHECKED BY:

REWEWED BY' Jay Rademacher

Tchl Company Acc Jurisdictional

FERC

ACCT FERC ACCOUNT DESCRIPTION DEBIT cRep T DEBIT CREDIT

190 ADIT - 1B8,923,600 $136,246,714

282 ADIT - Other Properly 19,241 ,437 $15,519,338

2B3 ADIT -Other 51 ,043,022 $49,604,518

$70,284,459 $168,923,600 $ss,1zs,a5s $138,246,714

Docket No. E-01 aaaA-15-D322
A1Mchment DHM-11

Page2 of 2

Tucson Electric Power Company

RATE BASE PRO FORIAA ADJUSTMENT

TEST YEAR ENDED JUNE to, 2015

ENTRY TOTAL

NET ENTRY 598,538,141 $11,1zz,ass

Reason for Adlustanont

To adjust rate base to reflect the pro fctma test year ADIT.

DHM-11 - AECC 1.003 - Bonus Tax Depreciation Attachment.xlsm

I I ll III I I II I I l III ll I



AnJusrnarr NAME. w capon
»oJusTnan TO: Raieiase
DATE susuneu- Odubcrlo, 2915
PREPARE: BY: '4 Vu |R
CHECKED BY: an

REVIEWED BY:

oakum
FERC
ACCT FERC Acaourn oEscrup'non DEBIT CREDIT

WA Camworu CHP!! s10,734,427

151,152 Fud ss,oz1 .obs

1s4,1sa Ma\llrlsls&S\l9lIi!8 510,110,914

165 Prenaids sz.sss.912

so Izl,ne,aa9

ACC Juvisdlctlunal

-1-aD re CREDIT

$10,528,875

54.55 159

59,787,349

sz,asa,a11

SD vT 155

Docket No. E-01933A-15-0322
Attachment DHM-12

Page 1 MY

TUCSON ELECTRIC POWER coupAnv
nncous STATEMBlT PRO FORUA ADJUSTNIEIT

TEST vena ENDED JUNE 301 2015

ENTRY TOtAL

NET ENTRY $18,240.10 sznazs155

Ryun for AWaiting

TEP(0322)003728

I I l I
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Acct A861 Name Period
me

1Beglnnin
Balance

Deblts mans Ending Balance

14010 Prepaid Insurance JUN-14 s,190,s1s.9s 0.00 665,344.67 2,525,275.32
14080 PreI '  I Rent JUN-14 523.001 .05 0.00 83,625.98 439,375.07
14050 r..Pre 'd Truces JUN-14 0.00 952,590.00 209,343.88 743,246.12
1410o OthBf pre ids JUN-14 6.215,917.58 746,552.92 1,019,411.91 5,943,0G2.59
14010 Prepaid Insulate JUL-14 2_5zs,275.s2 830,313.57 390,625.72 2984,982.17
14030 Prepaid Rent JUL-14 439 375.07 251,878.02 327,720.55 363332,43
14050 Prepaid Taxes JuL-14 743,246.12 0.00 0.00 743,245.12
14100 Other Prepaids JUL-14 5 943062.59 2 055.879.1 g 1825,455.29 6.073486.49
14010 Prepaid lnsuranoe AUG-14 2,9B4,9S2.17 158,580.76 999,141.61 2,124,501.32
140a0 IPre aid Rent AUG-14 aes 332.43 218,839.03 131,070.13 449,101.33
1405o Prepaid Taxes AUG-14 743,248.12 0.00 245,407.86 497,838.26
141oo Other Prepaids AUG-14 6,073,486.49 1 .519,965.06 937,957.29 6_655_495.26
14010 Pre Id lnsuranoe s Ep-14 2,124,501.32 1,158,086.65 1,1S5,134.09 2, 116453.88
14030 ld Rent»Pr SEP-14 449,101.33 0.00 65897.12 383.20-4.21
14050 |Pre aid Taxes SEP-14 497,838.26 0.00 4sa_e45.74 44,192.52
14100 Other Pnepaids SEP-14 6,855,49528 218,295.52 1,049.569.99 5,824,220.79
14010 |_Pr id lnsuranoe OCT-14 2,11B,453.88 61,743.37 402,700.39 1,775,49S.B6
14030 |Pre 'd Rent OCT-14 383,204.21 162,848.57 80,701 .as 465,351.33
14050 PrepaidTaxes OCT-»14 44,192.52 0.00 0.00 44,192.52
14100 |_.Other pre ids OCT-14 5,824,220.79 290,697.25 850 968.04 s_2sa.sso.00`
14010 Prepaid Insurance NOV-14 1,T75,496.86 422,485.83 405,398.72 1 ,`/92,583.97
140a0 Prepaid Rent NOV-14 455,351.33 3,143.44 83,844.99 384,649.78
14050 L.Pre id Taxes NOV-14 44,192.52 0.00 44,192.52 0.00
14100 uotherPre aide NOV-14 s,zes,eso.oo 2371347. 14 832,552.38 4,SSB,744.76
14010 Prepaid Insurance DEC-14 1192,583.97 182,958.18 277,770.05 1,897 170.10
14030 id RentP DEC-14 3844649.78 0.00 80,701.64 sos,s4a. 14
14100 Other Prapaids DEC-14 4,6S8.744.76 1,373.061.48 1,217, 131 .Se 4,824574559
14010 Pre id lnsuranceI JAN-15 1,697.770.10 1,2l/4,712.30 813,619.83 2_158,882.77
14030 s.Pre id Rent JAn-15 303,948. 14 1,122.424.09 158,718.52 1,257 853.71
14100 u.Other P ids JAN-15 4,824,574/59 2,S44.572.89 2,107,368.91 5,3S1,87B.57
14010 Prepald Insurance FEs~15 2,158,8S2.77 51,825.15 383,996.08 1 .szs,692a4
14030 Pre id Rentn: FEB-15 1.2B71655.71 77,908.18 608,828.04 738,733.83
14100 Other pre ids FEB-15 5.361.8l/8.57 5,892,510.82 1,858,276.34 9,398, 113.05
14011) 1» .|Pre Insurance MAR-15 1.B2B,692.84 127,844.70 383,996.09 1,570,541.45
14030 IPre aid Rent MAR-15 738,733.83 7,169.87 126,954.83 518,938.87
14100 .Other Prepaids M¢lR~15 9,39s. 113.05 4J873,D06.25 6.587 197.51 7.481 ,921 .79
14010 Prepaid Insurance APR-15 1,570.541.45 2,595,015.37 368,160.69 3,79S.396.13
14030 .».pr d Rent APR-15 G18938.87 82,811.80 131,509.38 570,241.29
14100 1.Other Pre aide ApR-15 7,481,921.79 1.s2s, 119,45 7,303.233.94 7,SOS,807.30
14010 Prepaid Insurance MAY-15 3179B.396.13 153,063.52 as8.814.19 a,sa0,645.5e
14030 Pre id Rent MAY-15 570,241 .29 39,4a3.s6 84,884.35 524,810.50
1410o IdsOther P MAY-15 7,aofs.807.30 s,29e_4s9.a4 3,832,307.14 7 270,940.00
14010 ..1.id InsuranceP JUN-15 3,580,645.58 o.oo 722,387.35 2,858,25B.21
14030 |P aid Rent JUN-15 s24,810.so 5,128.26 84,864.39 445,014.47
14050 Prepdd Taxes JUN-15 0.00 1,229.609.40 207,575.09 1,022,034.31
14100 Other Prepaids JUN-15 7,27D,940.00 3,874.403.80 a,447, 113.83 7.S98.229.97

Grand Total 12 013,072.31 45,619,175.52 4352s,111.1 a 12s,101,1a0.s5

Dad<et No. E-01933A-15-0322
Alladlment DHM-12

Page a M s

DeptCorp Mtcct - GL - Balance - - - Acct, SubAcct Conditions: "Aect$UNS_GL_Aocount" = :Enter Account.
GL Company" = :Enter Company, summary__Flag = 'N', Currency_Code= 'USD', Period name = :Period

Balance SUM = 0 AND Period_Net SUM = 0 AND Period Net Dr SUM = 0
AND Parameters: Period Name : 'JUN-14. JUL-14, AUG-14, SEP-14, OCT-14, NOV-14, DEC-14, JAN-15. FEB-15_ MAR
15, APR-15. MAY-15,JUN-15' I Company : '002' ,Account 1 '14000. 14010, 14020, 14030, 14040, 14050. 14100' 05-0CT
15 03.41.07 PM

l°\ooi$UNS_ _
Name. NOT (Balance SUM = o AND Begin_

13-month balance

13-monthaverage balance
Balanceper GL @06/30/15
Pro Forma Adjustment

$125.107.130.65
13

59,823,625
$12,023,597

($2,a9s,91z). I *

TEP(0322)003732



Anausmalr NAIE: I I |w
AnJusTusln TO: Ramaue
DATE suaumen- Mlle 9,2018
P REP ARE:BY: » Ramirez
cuscnxen av-
REVEWEDBY: DlvldLsv¢i¢

ACC Julh¢Ie6onaI

DEBIT cnenrr

10,537,771

.ass,1ss

54,648,854

,3s3,s11

so $22.195,755

nun C°mn¢ny
s o u :
ACCT f8nc AocouuT nescnsvnou mean cnsnrr

N/A r» »~. |cash wnnd 10143,7uo

151.152 Fad hwuutn 1.021 .076

154, 163 mawmuas In 4,802,543

165 ld$ so ass972

so »981

TUCSON ELECTRIC POWER coupAr4y
INCOIE srATElaawr PRO FoamA AnJusnlEnT

lEST YEAR ENDED JUNE301 201 s

EITRV1oTAI.

NET ENTRY

llllllll I lIIIHW



Docks No. E-01933A-15-0322
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Page 2 of 6

Tucson ElectricPower
Fud Inventory -Bum Rate Average Balance

As of June, 30, 2015

Calculation for Targeted Levels

Plant Description

Target
Inventory

Days Target Inventory Tons Inventor Cost

40

Aar
CUAU

12000
12000
12000
12000
12000

San Juan U1 & U2
Less: San Juan U2
Navajo
Springerville
Sundt

30
40

155,288
(77,644)
49,664

400,000

9,222,554
(4,6'l 1 ,277)
2,067,512

15,628,000

22,aos,§a-

OIL:
12010 SPV Oil U1 & U2 700,000 2,254,000

Notes:
Target Oil inventory information is available for Springewille. All other dl target inventory balance



Dad<el No. E-01933A-15-0322
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Page 3 of e

GL Balance Pro Forma

9,116,952
Q

2,405,589
15,491 ,949

1,238,525
28,253,015

105,602
(4,s11 ,2/7)

(338,077)
136,051

(1.238,525)

(5,946,226)

1,328,850 925,150

Pro-Forma _ __(5,021,076)

story balances are expected to have small variations.

l



And Acdlllllll Podod
Mama

9°\'lill1l1\i s¢1m¢» Dam n Cndh Enl ng Balance

1zsoo Mllte ria li a JUL-14 71.652,356.76 13,B96.G2B.93 13,873,274.69 71,675,10S.00
1zsoo UndhtrlbMed Stole: Event JUL-14 7,758,470.37 1.278,155.90 1,151,85U.24 7_g52_778_03
1 zoo | »Mllerl8k&s AUG-14 71,6T5,1D9.00 22,8BT,70B..re 21 _400_324.50 73,142,493.33
12600 Undstlihuied SMBU :uh AUG-14 7,882,T/G.03 1,1ss,0812s 980,044.51 s,os1,s1s.1s
1zscc mmriab & SEP-14 73 142,493.33 14,611,758.00 1s,3'r3,12s.a1 72,381 .129.96
12eao Undiitributad Stores use SEP-14 e os 818.78 1.a21.sa1.:-as 1180,799.75 a,os2.sso.as
1zsao mmfiasa Sunnlu ocT-14 72,3B1,129.95 18,351 ,sas.s2 15,553,741.32 73,978.918.25
12500 sunansuaumeu Stalls OCT-14 so.asa. 3.317,504.85 a,a41143533 s oe9,019.ao
12500 Mamsdall& pies NOV-14 73,0T8,918.26 17,2.35,977.97 171482.346.01 72.a32,ss022
12600 Undlstihuted Shuns Elwense nov-14 8,969.019.30 10.124.352.34 1o,s4s,s44.oe 7,844,427.58
12500 MltelilIs&sllDDI¢i oEc-14 `I2.832,550.22 37/73,104.58 a1,0e4,5s1.7a 78,921 ,093.02
1zauo unaisuinutau Strut me DEC-14 7,a44,421.5s 58,743,615.21 se,15s,o17.zs 1.82s,025.s4
12500 matarusasu JAN-15 78.921 ,o9aoz 4s.sa4.sa1.45 4a,s2o.as0.ss B1 34,839.52
12500 Seun4lsuiuma Stoles JAN~15 7,829,025.54 48,803,539.47 4s,a18,an.4s 1,114,1a7.ss
12500 manenau & SuDDli8¢ FEB-15 81234,639.62 12.615.825.B2 12.159.705.35 81590,780.09
12800 unaafrimea Stones Sense F6-15 1,114_1a1.55 1,121,816.27 1139,993.47 1.005,010.35
12500 Mitsrlils & Suwlias MAR-15 B1 .eso,no.0s 1 s,s4a,5s5.19 131147,885.09 091,450.79
1zso0 | .Undislributad Stores use MAR-15 7,005.010.35 1238,193.28 1 .292,17e.ea 6,951 ,c21.00
1zsao mmnauaamnns APR-15 82.091 _450.19 15367,301.45 1s,015,10551 a2,443,s4s.s1
12680 \|Undistliautad Stores use APR-15 6,951 ,027.00 1 ,551,4as.17 1,2ss,122.a5 7.212,340.32
12500 o Imameriausas mAy-15 82,443,645.67 19,sez,sa751 18,851,127.12 as285,057.1 z
1zeoo ~. Seunasuiuma Stuns MAY-15 7.212.340.32 1,165_114_51 1,saa,51a.s4 6.747,480.89
12500 Manfiauasuonles JUN-15 ea,zas,os1.12 15,794223.74 1s,2s3,5as.16 s2.a1s,es4.7o
12600 UndistIihuWsdSlollsE¢D¢l1=B JUN-15 e,141,4s4x.e9 2,oos,sea.a1 1.784.411.43 6.970,03B.27

Grand Tall 1 4,us.1aa.s: 37 730 11.11 344»353,511 .as 844.171,ozs

Docket No. E-019a3m-15-0322

Attachment DHM~13
Pages of  B

Dept Com And - GL - Balance - - - And, SuhAcct Conditions: 'Aacl$UNS__GL_AI:<:¢lll\1." = :Enter Account. 'Fact:t$UNS_GL_C°mpQny' = :Enter Company, Summary_F\ag
= w. Currency_Code = 'USD'. P9rlcld_Nal'II8 = :Fedud Name, NOT (Barros SUM = o AND Bagln_Bahnel SUM = 0 AND Perle_nal SUM = o AND FBl1ud_Net_Dr SUM
= o AND Paramelnn: puma Name : 'JUL-14, AUG-14, sEp-14, OCT-14, NOV-14, DEG-14, JAN-15, FEB-15, :mR-15, APR-15, MAY-15, JUN-15' I Company : 'MQ' ,
Ancwht : '12500. 1zsoo' 05-0CT-15 - 03.1829 PM

13-month balance

13-m0nth average balance

Balanos par GL @06130415

1,02s.a72,s44.77
13

78.B74,81B.B3

s9,785,'/32.97
(8uo,coo.oo)

BB,9B5,732.97

Pro Forma Aujuumun (10,110.914.14)



M14 n»»=uun» rum haw|-uanne. mau hid: auaqnunn smansmw
MIS

A41-ual-l=¢
1800 ulna-Asuauln 14 *ro.4so sou: I14 s e a m 13 1 o w *y 358.7871. <1.m,su4.om

(1 .22s.5§4.w)

(1,28.su.00|

(1.m.ee4.ool

(1  .manual

(1.8549
(1.m.m¢ml

(12884-90)

(1,m,sa4.on)

n.zs,s<.oo)

(1 .mme
(1,05,54.N)

<1.z2s==4Jw>

70.4a.1n.1a
7,1ss.470.s1

10.44e,s1s.00
1.¢s2.'ns.oa

11,s1e,aaaa:
8os1,e1s.7s

n,1ss.sas.ss
B.uB2.l5o.aa

n , w . : u m
a.ees.o1s.:o

11,eas,ssa.a
1.e44.421.5s

17.eas.4sa.oa
1 w . w . s 4

ao,ooa_a4s.a2
1_114_151.5

m.4as.1sa.ns
7.W5.010.35

B0.l8.B§5.78
s,ss1.o2mo

a111a.usz.61
1.z1za4o.sz

n. i9 .4s:.1z
6,747.4893B

B1.5i°.1D0.7D
8_g7u / 7u,

1aa0 unuutlbmlu sunr- J 14 7 o.osa.as 1 115. 81B.lf31.55 1 ,19  70
12500 *¢liil&lllII! JLI.-14 1111 . a s s n 1 asa_wl.sa 138 214.89 11 ,a1s,1osn0
man Eamelos JuL-14 1_1ss.410.s1 1 15688 .  I .241.151 ..v 'm.na1
12suo mu--aauuula Aus-14 TI 75.109113 1..-c I I v so.21. 142,4a3.as
nana unuul:lnl4 r 14 m u r a 1.150.057 i 044.51 a.os1,l1a.1s

.~l I1 umuusuuu- Ep-14 73.1 14.6117S5.W 1 129.31 72.sa1,1zs.m
4 I I1 unununmnusaufn S944 a.nat 1a.7s »1 . 11 e .cause
4 I I a -14 1 1 . . . . .v10 1 1 69,747.32 n,o1l.mzs

12100 m m m n u w m ocT-14 vs .~la. 3 17,504.85 4 as3.341 4moan 9.30
12580 luuuunsunnhu nuv-14 e 91a.2s73. A1? 77.97 v a4s.o117. .-0 I. 8
m o o Un a:uhldSlul-Ecru: I -14 I 1 .:v101 »»1 7.a44427
12510 -1-as||n¢- Dec-14 -v 21 I I37.1 \ .78a n m
121110 Undltl1llndSlul\¢Emalul DEC-14 1 u7 .so 4

- .917 .¢.~ »,1
12500 in-una MN-1 s n.n1.mm 45 .45 In m.seo.as BI ,eaosz
ncaa 3uusnnauausnnfu JAN-15 1.nzs.oas.s4 . l l .4748. 4a 1a AG 7.114.1s'/.ss
18110 snunnusunn me-as Alal .sas.s2 1 el szs.az 1sa.1us.ss so .eso,1eoJns
nana u1narn»n»asm»m EB-15 1.114.1s1.s5 1.121 10.21 »f..471.2:\o 471005 1o_ss
12500 namrhu; l l ! nun-1 s so .umm la TB as13141 uz.os1 .4so.1a
m a n unaalmluuuu Slulii MAR-1 s u I7 5,010.35 A1 .1as.2s r1 171.83 r5,951 .of
12soo In-nun Anus 82.891 .4w.n ts 7 1.45I 1510'\5,105.57 443,648.67
1zano Stainsu Ara-15 s.as1 .annum 1.ss7.4aa.11 *.1 .1zz.as 0.321
1zsuo lllU!lil& IAAv-15 oz s4e.47 ..19 .51 18 1,127.12 as.2as.osr.12
1zsu0 Und1l1hu\IASlunsE:co1\ls MAY-15 I7 .as 1,1ea.714.s1 .941 .aaa s.747.4aa.ao
1zsno ..suuruua JUN-15 as 057.12 15.?94.22.174 ..1».15 18 l2.B15.6N.70
izsuo Urldllli\ l\ ldStnl-Emann Jun-15 e_141.410.ss I ssa.a12. 1.114 11.48 a |a
emu Tall 1 1 1  1 u ¢ 1 a nan 1 ,1 m .1 l1  nm 17<1 rzzav 1.4¢ 74.90

Dodtet No. E-01933A~15-0322
Attachment DHM-13

Page 5 d e

DuplCnlpAnd-9.-Baiunus---And. SubAndOunduu1n: "An .M8_GL_Acno\ni'¢ :Er\llrAncnuli,*Acd$UnS_G.,_Cumpm\y'= :8ierCnmpa\y, $II"n'¥__F1li
1 'N'l al11=n=y_en¢» = 'use", pui=¢_n»1» s IFliDd num Fitndlnc Piiud NIM : 'Jun-14, JUL-14. AUG-14, sEp-14, GcT-14. nov-14, DEc-14, .nu-15, FT,
15, mAR-1s,ApR-15, mAy-15. Jun-1s' | cumnuw » '002 I nnenuu : woo. 12500 UMAAR-1S - 11.8.D7Al

13-muuthhhnao

18-<nunlulvunglh1l:nul

Bli\wD¢GL@0Ul30l15

Pn FunnAII1ll\lnlm

1,0B8.B4B.T49.9G
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sa,15r.5ss.1s

88.560.138.97



Acct Asctnama Period
Nunn

Beginning
Balance

Deb lb Cndlts Endlng Balance

14010 Prepaid Insurance JUN-14 3,190,819.99 0.00 665,344.67 2,s25,2is.3'2.
14030 | Iaid Rent JUN-14 523,001 .as 0.00 83,625.98 439,375.07
14050 Prepaid Taxes JUN-14 0.00 952,590.00 209,343.88 743,246.12
14100 Other Prepaids JUN-14 G,215,917.58 746,562.92 1,019,417.91 5,943,062.59
14010 | Iaid Insurance JUL-14 2,525,275.32 830,313.57 390,626.72 2,964,962.17
14030 nP aid Rent JUL-14 439,375.07 2511678.02 327,720.66 363,332.43
14050 Pre idTaxes JUL-14 743,246.12 0.00 0.00 74a,24s.1i
14100 .Other Prepaids JUL-14 5,943 062.59 2,055,8T9.19 1 ,925,455.29 6,073,486.49
14010 P aid lnsuranceI AUG-14 2,964,962.17 158,880.76 999,141.61 2,124,501.32
14030 Prepdd Rent AUG-14 383,332.43 216,839.03 131,070.13 449,101.33
14050 Pre id Taxes AuG-14 743,246.12 0.00 245,407.86 497,838.26
14100 | .Othe4'Pre ids AUG-14 6 073,486.49 1,519,9GB.06 937,957.29 6,655,495.26
14010 Prepaid Insurance SEP-14 2,124,501 .32 1 .158,086.65 1,166,134.09 2,116,453.88
14030 Prepaid Rent SEP-14 449,101.33 0.00 65,897.12 383,204.21
14050 |P aid Taxes SEP-14 497,838.26 0.00 453,645.74 44,192.52
14100 | .OiherPle ids SEP-14 s,es5,495.2s 21a295.52 1 ,049,569.99 5824,220.79
14010 .Prepaid Insurance OCT-14 2,116,453.88 61 ,743.37 402,700.39 1 ,775,496.85
14030 ' Iaid Rent OCT-14 383,204.21 162848.67 80,701.55 465,351 .33
14050 Pre ' T a x e s OCT-14 44 192.52 0.00 0.00 44,195.55
14100 idsOther OCT-14 5,824,220.79 290,697.25 850,968.04 5,263,950.00
14010 s:Pre id lnsuranee NOV-14 1,775496.86 422,485.83 405,398.72 1 ,792,5B3.97
14030 PreD8id Rent NOV-14 465,351 .ea 3,143.44 8:s,a44.99 384,649.78
14050 Pre idTaxes NOV-14 44,192.52 0.00 44,192.52 0.00
14100 Other Prepaids NOV-14 5,263,950.00 237,347.14 832,552.38 4,868,7/4.76
14010 Prepaid Insurance DEC-14 1 ,792,583.97 182,956.18 271770.05 1,697,Tl0.10
14030 Prepaid Rent DEC-14 384 649.78 0.00 80,701.64 303,948.14
14100 Other PlBnaids DEC-14 4,6G8,744.76 1 ,a73.061 .49 1.217,131.66 4,824,674.59
14010 Prepaid Insurance JAN-15 1.697,770.10 1 ,2`/4,712.30 813,619.63 2,158,8S2.77
14030 Prepaid Rent JAN-15 303,948.14 1 .122,424.09 158,718.52 1,267,653.71
14100 D :. I -Other ids JAN-15 4 824,674.59 2,644 572.89 2,107,368.91 5,361 ,878.57
14010 Prepaid Insurance FEB-15 2,158,862.77 51 ,826.15 383,996.08 1 ,826,692.84
14030 Pre id Rent FEB-15 1.257,653.71 77,908.16 606828.04 738,733.83
14100 |Other Pre ids FEB-15 5,361 878.57 5,892,510.82 1 ,858,276.34 g 398,11l3.05
14010 Prepaid Insurance MAR-15 1 ,826,692.84 127,844.70 383 996.09 1,510,541 .45
14030 Pis id Rent MAR-15 738,733.83 7,169.87 126,964.83 618,938.87
14100 Other Plepaids MAR-15 9,396.113.05 4,673,006.25 6,587 197.51 7,481,921.79
14010 .Prepaid Insurance APR-15 1,_570541.45 2,595,015.37 369,180.69 3,796,386.13
14030 n:Pre id Rent APR-15 618,938.87 82,311.80 131,509.38 570,241 .29
14100 Other Prepaids APR-15 7481 921.79 7,B2B,119.45 7,303,233.94 7,506,807.30
14010 Plepaid Insurance MAY-15 3,796,396.13 153,063.62 368,814.19 3,580,645.56
14030 - |:P idRerlt MAY-15 570.241 .29 39,433.66 84,864.35 5244810.60
14100 nOmer pre ids MAY-15 7,806,B07.30 3,29s,4a9.a4 3,832,3D7.14 7,270,Q40.00
14010 Pre id lnsurance JUN-15 3,580,645.55 0.00 722,387.35 2,858,25821
14030 _ l"» id Rent JUN-15 524,810.60 5,128.25 84,864.39 445,014.47
14050 - I.p aid Taxes JUN-15 0.00 1229,609.40 207,575.09 1 ,022,034.31
14100 | .Other pre ids JUN-15 7,270,940.00 a 874,403.80 3,_447 113.83 7,898 229.97

Grand Tohll 123 013072.31 45,s19,11s.s2 43,525511.18 125,107,130.55

Docket No. E-01933A-15-0322
Attachment DHM-13

Page e <24 G

Dept Corp Am - GL - Balance - - - Acct, Subllloct Conditions: "Acct$UNS_GL_Anoount" = :Enter Account, "A1:d$UNS_GL_Company"
= :Enter Company, Summary_Flag = 'N', Currency__Code = 'USD', Period_Name = :Period Name. NOT (Balance SUM = 0 AND
Begin_Bdance SUM : 0 AND Period_Net SUM = 0 AND Period_nei_Dr SUM = 0 AND Parameters: Period Name : 'JUN-14, JUL-14,
AUG-14, SEP-14, ocT-14, NOV-14, DEC-14, JAN-15, FEB-15, MAR-15, APR-15, MAY-15, JUN-15' , Company : '002' , Account :
'14000, 14010, 14020, 14030, 14040, 14050, 14100' 05-0CT-15 - 03.41.07 PM

13-monih balance

13-month average balance
Badanoe per GL @06/30/15
Pm Forma Adjustment

$125,107,130.65
13

$9,623,625
$3,923,597
$2,399,914

ill
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DOCKET NO. E -01933A-15-0322

March 21, 2016

S TF 1.21

Sundt and San Juan M&S Adjustment:

Reference UDR 1.001 W P and Company witness Marino direct testimony page 14 and 42. The

Company proposes to record any remain ing inventory  f rom Sundt  and San Juan Un i t  2  to a

regulatory asset FERC 182.3 (Other Regulatory Assets), and amortize the cost over a 3-year term.

The total amortization is $1,225,594 and the annual amortization is $408,531 and will be charged

to FERC 407.3 (regulatory debits).

a. Are any of the proposed regulatory assets spare parts that have been capitalized as capital
spares?

b. Company witness Marino indicates that the M&S for Sundt Unit  4  had i t  been instal led
would have been recovered as depreciation expense charged to fuel. Is any of the inventory

excess?

d.

W as any of  the Sundt M&S considered crit ical to the operation of  Unit 4 and had to be

purchased?

W ill the San Juan remaining inventory change as a result of  utilization at Unit 1 and if  so

how will that be accounted for?

e .

f_

Is any of the M&S included in rates? Ipso, please indicate the amount.

Why should the customer pay for M&S that is excess or obsolete and will not provide any

benefit to them?

RES P ONS E:

a . No.

b. The inventory was acquired to ensure the reliable operation of the assets. Such inventory

is subject to annual assessments of  and adjustments to inventory levels for obsolete or

excess inventory. Thus, the remaining inventory proposed to be recovered is not excess.

The Sundt coal materials and supplies consists of spare parts and materials needed to ensure

reliable operation of  Unit 4.

The proposed adjustment includes only the inventory specif ic to San Juan Unit 2 given its

turbine technology. The inventory that is suitable for use on San Juan Unit 1 will follow

exist ing inventory accounting processes and is not subject to the proposed three-year

amortization.

The Company inadver ten t ly  did not  make the correc t  adjus tment  to reduce the M &S

amount ref lected in working capital in its inidad tiling. In the Company's tiling, only $800K

was used to reduce material and supplies related to Sundt and San Juan. Also, there was a

mathematical error in the original pro-fonna. Once these errors are corrected, the company

Revenue Requirement would increase by roughly $500K. Please see "Rate Base - Working

Capital Revised.xlsm" provided in U D R 1.001 .

Arizona Comoradm Commission ("Commission")
FortisInc. ("Fortis")
TucsonElectricPower Company("TEP" or the "Company")
UNS Energy Corporation("UNS")

UniSource Energy Services ("UES")
UniSouree Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

c.

c.

d.

e.

I ill
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TUCSON ELECTRICPOWER COMPANY'S RESPONSE TO STAFF'S sEvE%'r"l"i1"é'8'¢I$i".?$¥-63R'
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 2

DOCKET NO. E-01933A-15-0322
March 21, 2016

The closure ofboth San Juan Unit 2 and Sundt Unit 4 coal dedicated facilities and
equipment were driven by external factors as described in Mr. Marino's testimony. TEP
maintained an appropriate level of inventory for parts to ensure reliable operation of the
plants. TEP acted reasonably and was prudent with inventory purchase decisions.

RESPONDENT:

Aaron Groff

WITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Elect-ic, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS Gas")



Docket No. E-01933A-15-0322
TUCSON ELECTRICPOWER COMPANY'S RESPDNSETO STAFF'STENTH SET8Ehment DHM-15

DATA REQUESTSREGARDING THE 2015 TEPRATE CASE Page 1 of 2
DOCKET NO. E-01933A-15-0322

April 7, 2016
S TF 10.02

CASH WORKING CAPITAL - SCHEDULEB-S: Please explain the increase in the following
items listed on Schedule B-5 when compared to similar information contained in Schedule B-2 of
the Company's filing in E-01933A-12-0291.
a. Line 10 .- Office Supplies and Expenses $11,750,832 (compared to Line 6 in Schedule B-

2 in 12-0291 - $9,594,745)
Line ll - Outside services $12,768,854 (compared to line 7 $10,520,391)
Line 17 - Property Taxes $46,931,391 (compared to line 13 $39,148,092)
Line 18 - Payroll Taxes $10,391,284 (compared to line 14 $7,830,466)
Line 22- Other Operations and Maintenance Expenses $76,989,263 (compared to line 18

$63,312,707

b.
c.
d.
e.

RESPONSE:

The Company wishes to point out that total Operating Expense (excluding income taxes) requested
in the current rate case is $795,193,802 versus $795,077,661 in the previous rate case. An increase
of only 0.01%. Highlighting and reviewing those areas that have increased may not give a
complete picture of the operating cost changes since the last rate case.

a

b.

c .

The increase Office Supplies and Expenses is primarily related to an increase in computer
hardware and software expenses, building allocations, and Navel and training expenses.

Increase in Outside Services is primarily related to increases in Legal Fees and Corporate
Security. In the prior rate case, Corporate Security expenses were charged to a clearing
account then spread over a number of accounts. In the first quarter of 2015, expenses for
Corporate Security are charged directly to outside services.

The increase is primarily related to a $73 million increase 'm taxable property values and
an increase in average Arizona tax rates 80111 10.1435% in the last rate case vs l1.l865%
in the current rate case.

d. Upon review of the increase 'm payroll taxes, it was discovered that there was a formula
error in the current 2015 rate case payroll tax case number. Payroll Taxes on Column B
Line 18 should be $8,752,492 resulting in a $922,026 increase in payroll taxes from the
prior rate case which is in line with average wage increases since the last rate case.

The Company objects to this question as to determine the cause of the increase would be
overly burdensome and a time consuming task considering that it is such a de minims
amount of 0.0l%. Without waiver of objections, other Operations and Maintenance
Expense is a combination of all other expenses not specifically identified in the Cash
Working Capital Schedule B-5 .

RESPONDENT:

Rico Rarmnirez

WITNESS:

DallasDukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fort is")
TucsonElectric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy DevelopmentCompany ("UED")
UNS Electric, IDC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

e.

II



TUCSON ELECTRIC POWER CO1V[PANY'S RESPONSE TO STAFF'S TENTH sEf'}°x§:'él°"3$2 5389;
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 2 Of 2

DOCKET no. E-01933A-15-0322
April 1, 2016

S TF 10.03

CASH WORKING CAPITAL - SCHEDULE B-5: Please confine that the calculation of net
lag days (Col e) on page 3 of 3 is not correct. For example, Line 5 - revenue lag for Salaries (Col
C) is 38.62 less the Expense Lag of 10.46 in Col (D) should result in a net lag days of 28.16 (not
26.01 as shown in Col E). Please confirm however that a: the Lead/Lag factor in Col F is correcdy
calculatedbasedon Col C and D andb: that the CWC Required in COL G is what the Company
intended to include in the Filing.

RESPONSE:

The calculation of net lag days (Col E) is not correct except for lines 22, 24 and 25. The formulas
which pulled this data is linked to the wrong worksheet. The Company coniums that the Lead/Lag
factor in Col F is correctly calculated based on Col C and D and that the CWC Required in COL
G is what the Company intended to include in the filing.

RESPONDENT:

Rico R.anni1lez

WITNESS:

D8.118S Dukes

Arizona Corporation Commission ("Commission")
Fortis INC. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Coipcmation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNSElcc1:ric")
UNS Gas, Inc. ("UNS Gas")

\uIIu l



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S F0u;f§§§°8:r;¢;;a 3
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 Of 12

DOCKET no. E-01933A-15-0322
April 25, 2016

STF 14.01

Follow-up to STF 10.02 response to d. - Cash Working Capital. Please provide the specie
cdcudations and references so as to allow Staff to validate the stated error to Payroll Taxes. Does
the company intend to submit an errata sheet with this correction?

RESPONSE:

Please see attached Excel tile name STF 14.01 Worksheet.xlsx and PDF file name STF

14.01 Worksheet and Supporting Documents.pdf for the revised Payroll Tax calculations. The

Company intends to submit corrected schedules as part of TEP's Rebuttal testimony.

RESPONDENT:

Rico Ramirez

WITNESS:

Daubs Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Elem»t:ric,Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS G8$")



Docket No. E-o1saaA-15-oa22
Attachment DHM-16

STF 14.01 \Norksheet and Supporting Documentspdf Page 2 of 12

Tucson Electric Power Company

Payroll Tax Expense

5TF 14.01

m .

11

E u

n¢f._
11TEP Employer Tax

Allocation as of Payroll Charged to Gearing Accounts

As Filed

Test Year Ended

6/30/2015

10,494,500

0.6640 2.18

Reused

Test Year Ended
6/30/2015

10,494,500

0.6640

ms.

51

51

Prior

Test Year Ended

12/31/2011

9,4a£s29
0.6531

:nor

31

8,506,720

566,200 31

6,967,928

$66,200 7a

5,192,583

458,592

Annualized O&M Payroll Taxes

Payroll Taxes Included in Incentive Comp Ad)ustment

Payroll Tax Charges from the Remotes:

Four Corners

Navajo

San Juan

Luna

Glla River

Payroll Taxes - Schedule B, Line 18

As

Cb

a¢

ld

Le

91

193,066

397,757

615,725

11,315

501

10,391,284

pa

oh

4:

44

4¢

So

ab

Be

153,017

321,439

694,835

193,066

397,757

615,725

11,315

501

3,752,492 7,830,457

TEP(0322)022157



Dodiet No. E-01933A-15-0322
AtiachmauDHM-16

STF 14.01 \Abl1<sheet and Supporting Documents.pdf Page 3 of 12

TUCSON ELECTRIC POWER COMPANY
Payroll Tax Expense
Test Year Ended June to, 201 s

TEP Emnlover Tax Ended June 2015
Soda\ S€c\.Irity
M i d i  r e
FUTA/SUTA

Q? 10,494,500 ,L

7,900,994 per Form 941

2,450,273 per Form 941

143,232 per FUTA and SUTA returns

wages, tips and other

compensation from

Form 941

QS 2014
QS 2014

Q12015
<12 2015

62,328,958
35,209,774
27,716,883
33,876,917

159,132,532 0.066 effective tax rate (A)
......-I

Payroll Adjustment

EmployerPayroll Tax Adjustment

2,729,720 (B) (from Payroll Expense Adj)

180,020 (A)x(a) .

6,9587 #28

1 0 1 4 9 h 9 5 0 0 '

Q'66396.
UP .;2

gowrdfi TEP Pc~3r»\\ Tax EX"<°

265 W a AdL<}t¢vw»\-
TE'3xll9335l9¥6§91 AM

I l

I
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4
'Tucson ELECTRIC POWER COMPANY
Payroll Tax Expense
Test Year Ended December al, 2011

TEP §mplo\_leLTax - gay
Social Security
Medicare
FUTA/SUTA

$

.4
I

7,311,295 per Form 941

1,963,775 per Form 941

206,758 per FUTA and SUTA returns

9,481829
0 ~

Wages, tips and other
compensation from
Form 941

IQ 2011

20. 2011

30. 2011

4 a 2011

35,453,451

27,489,066

31,254,470

31,940,018

125,137,006 0.075 effective tax rate (A)

Payroll Adjustment

Employer Payroll Tax Adjustment .§._

3,411,109 (B)

zoo,szs (A)x (B)

9!k8I»829~4
0-65510

6»I92»582-5199
'

,__ .

up i
* I

i

§0v~fCL2 TOP P ° \ \  T ~ > <  F i < p - '

'EY Ad\vm<,»
2011, Pro Fwww

TEP 0322 022163
e/18/2014:45 PM C'
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Acct Dauiptions

REIOTE GENERNITNG sermons
TesT YEAR ENDING necanasn st. an

1 2
Four Col-nun Ngvgp .

3
§!n Jenn

4
Luna

278.370
12,505,365
1.331.154

108.498
732.756
79.863

199.711
a1,444

1.998.841
382.249
749.309

0
D
0

72.738
1.1 so

0
1 ,a91

500
501
502
sos
506
507
510
511
512
513
514
54s
547
553
556
560
561
562
568
570
57a
B20
921
923
924
925
82B
sou
sos

Steam Prod Over-Supervision
Fuel - Steam
Steam Expense
elem Expense
Steam Pad-Mlsc Expense
Rent
Malrtt-Supewlslon 81 Engr
Mai ft of Slluctules
Marr: a Butler PIBrd
Steam pm-mtn Filed Plant
Steam Prod-Mnt Misc pram
Other Pmd Over$upelvisIon
Fuel - Other Per Generation
Mint Gen & Elem Plant
Syslan Cklnlrd and Load Dlspelehlng
Operation Supewlsion a Englneerhg
Luau Dtspatdw
Trans-Load Dispatch
Maintenance Supetvlston & Engineering
Malntenanae of Station Equipment
Trans-Maint Supp & Eng:
Aa r  s anes
Oflioe Sl-PPWS!IEKPS1WS
Outside Services
Prppelty Insurance
Injuries and Damages
Pension & Benellts
Gellelil Advertising Exp
Meinl General Plant

44a

793.848
23,283218
1.158.245

285.878
1.115.1 be

0
529.543
143.611

a,2es,351
1 ,seo,ou4

447,22a
o
o
0

42,939
o
0
o
0
o39.149

325
4,198
1.463

o
154.975
18.563

741.808
591 .ala

o

5,011
1 .0ss,4aa

0
109.254
51.a50

962.491
0
0

2.096.137
76,842,235
1.774.754
1.4791918
1,s10.m

0
1.422.990
1.2s2.1a4

11,027,952
1.650.458
1.408.941

0
0
o

215.451
15,181

109,316
48
n
0
o

1.165.637
492.407
601 .902
325.214
sao,19a

z.190,z01
o

38.188

777
0
0
0
0
0
0
0
o
o
D

4_158,305
22,469,452

1.281
152.817

s.2ss
so_e47

0
o
o
0
0

43,109
0

78.493
4a.a41
62,193

0
0

Total O&M - ia5>s.924 34,819,548 10e,9e9.97a I 275a5.211

40B pavwu Tasuas
O\hel'Tazmes
prvnefiv Taxes
Total

153,017 6
45,168

sae.sso
1,035.7§5

321.439
o

439,542
__ 761 .081

594,835
0
0

_ _e9_4.aas

c,

411.1 Anaetion Expense G5.575

.. ~z1.1s1,ga

'  " ' f02 .071 s1,sae.

35,882,700 107.?22.801

1G.B21
0
o

101521

4.0aa-

z7,o»as.s2s

96A~r0/; zotL 'TEN LM- L43 L§lAww~f̀ - lJov'|Lpapws

TEP(0322)022166
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I\DJUSTllENT NAME: Plylnll Adjustment

AnJusTmsnT1o- Income Stlemsni

DATE sueun'rEn= OdBh¢r5, 2015
PREPARED av: C M M  a i r n r

CHECKED BY' 4AnneLil.l

Revtausn BY: " P  I
/ _

h '..Blain Btunidd

TGQII Comglny ABC Jlllildldlnnll
FERC

ACCT FERC Aeoowr DESCRIPTION DEBIT CREDIT DEBT CREDIT

-4\
5500 Sham Pma aper-Su a n saas.:as2 $277,745
0501 Fuel - Steam 25,739 2s,7a9
0502 .Sloan uses 388,489 a2e.o2s

sos Electric Expenses 121,744 109,305

ossa 5l""'P"°d~Nlll¢E1¢enae 911.179 au.aes
0548 Other Pmd Over-Supawllion 1,945 1.74s

oss A/isc0lhsrRv1GenExp s 4
0555 CntlnllLnld olspwh 5o.4as o

0557 Plt1dEx BiG-other 1z.ons 10,11s
D560 TrlnsOlaer Supv a r ss,os1 o

sao 4 ` i IDial s.E 28.4se zn.4so
o5e1 Dalt-Lilld D 21.099 21.099
osaka Dlsl-station Expenses 5.121 8.121
as Dill-owrhud Linn 1a,s:a1 1 s,sa1
ossa Dist-Unde | 1 - 11Una s yn : s ,vs 2
0585 »au:-Llqnw ea EXP 4 4
oss Dist-MeterE-"venues 32pa 32,033
B587 Dist-Cuslumer insult 1 » 2.131 2,131
users Dill-Mila Expanse 147,935 147,935
0902 Maier Randi 21 21
cons Cult Racltolledian Exp 2ez,ee7 282,887

0908 Customer Assistance 2,791 2,791
0909 .lnhrmallonalllnulrd Adv Exp 295 :as
ouzo A&G Sm»-in 978.801 821,290
oats Ouislde Sesviees 2.919 2449
0925 8.DamIn :a.174 2.653
mm .Penslons & Berets smaee so,taa4
D930 Garland Adze Et mow s,7z7
5611 um-Ru:Load Di 32.047 D
sen Lai!! Dilpatczh-Monltar and l a . Transmlas 37.690 0
5613 .Load Dis ten-Trarumlsalon Suvlce and Sehedu 21225 0

$2.12a.720 so s2.zs4,vs4 $0

Dog<et NO. E-01933A-15-0322
Attachment DHM-17

Page 1 of 3
Tucson ELECTRIC POWER CUUPANY

mucous STATEMENT PRO FORIA ADJUSTMENT
Test YEAR ENDED JUNE w. 2015

£19954

I

ENTRY wrAp.

NET ENTRY $2,129,120 82.284194

Raman foudlushnem

T°l4il¢!PlY\'°llu*P°f1s°1l¢=n1ddh helestyeswapplyinglknownlvslgev1ugera\elnaealeof2%
to avaragl TEP wlgls (udullve dwlgis Muadumd uwlwnhlp % of SGS UnlK 1 lloyd all d SGS Url ls 3
and 4, and iuaeisu in enasunlve wage: post Fortis maugsr).

Page 1N 1
TEP(l389B8?§s3=zs PM
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Docket No. E-01933A-15-0322
Atiadmment DHM-17

Page 3 of a

TUCSON ELECTRIC POWER COMPANY
PAYROLL ADJUSTMENT
SUMMARIZED BY FERC ACCOUNT - PRO FORMA INPUT

RowLlbill
°§.°9_
osol

_-.0502
0505__
oboe

M
0558

_ 0551

05n°
sao

o511
o5sz

__ ossa
0sa4 .

. _peas
___ 0586

0587

_°38s
_ _ r _° 2

ggqa
qg0g
sao

. o s s
n o

____ can
¢..- 5611

5.
sela

emu T ota l

Desqglption .
.~Steam Prod Oper-Supervision

Fuel - Steam
_Steam Expenses

Electric Expenses
_Steam Prod-Misc Expense

OtherProd Cps-Supervision
~Misc Other Pw Gen Exp
Sys CntroilLoad Dispatch

.Prod ExpenseOther
Trans-Oper Supv & Engr
Dist-Oper Supv & Engr
Dist-Load Dispatching

.Dist-Station Expenses
Dist-overhead Llne Exp
Dist Underground Line Exp
Dist-Light/Signal Exp
Dist-Meter Expenses
Dist-Customer Install Exp
Dist-Misc Expense

______ Meta Reading Expense
Cult Rec/cmlectren Exp
Customer Assistance Exp
InformationaVinstrct Adv Exp

__ A&G Salaries
.__ Outside Services

Injuries & Damages
Pensions & Benefits
Genial Advertising Exp
Load Dispatch~Reliabill!y
Load Dispatch-Monitor and Operation Trarasmiss
Load Dispatch-Transmission Service and Schedu

5441 pf 4\d1»s;»==m
309,352 .

25,739
366,469
121,744

90,179
1 ,945

5
50,48e
12,006
55,961
2o.4sa
21,099

8,121
18,937

8,782
4

32,033
2.131

147,935
21

282,667
2,791

295
978,803

2,919
3.174

59,689
a,017

32,047
37,890
27,225

2 , 729 , 120  a,

10/14/2015 1:00 P M
TEP(0322)003145

I Illlll



AnJus1nlsl~rr NAME' lome - Payroll Tax Expense

ADJUSTMENT TO: Incauns SulemeM

DATE SUBMHTED: OG1Dh€\'2,2015

p n s n n s n  BY: C8li!a Wlllims

CHECKED BV: AmeLlu
nev lewaa av : Sm Brunlidd I Sol

Tam mmpgny ACC Jmiuddlonal

FERC

ACCT FERC ACCOUNT IJE8CRIFTlON DEBIT CREDIT DEB!T 911ITc

toa Tau O1herThan Income Taupes 5110,020I $151,051

$180,020 so $151,051 so

Docket No. E-01933A-15-0322
Attachment DHM-18

Page 1 of 2

TUCSON ascnuc PCWER collpAlwy

INCOME STATEMENT PRO FORIIA AoJusTvAeuT

TEST YEAR ENDED June so, 2015

r
I

ENTRY TOTAL

NET ENTRY 8180.020 $151,051

Reason lot Adlusgggg

To adlusl payroll lax upend remaded In the my year based in an mnuamed normal payroll \even

limes the 2014 I2015 efledve employer payroll tax tale.

TEP 0322003157
( 1urz)r2o1s 8207 PM

l l  i l l  l  l



Docket No. E-01933A-15-0322
Attachment DHM-18

Page 2 of 2

TUCSDN ELECTRIC POWER COMPANY
Payroll Tax Expense
Test Year Ended June 30, 2015

TEP Employerjax - Ended June 2015
Soclal Security
Medicare
FUTA/SUTA

b
e

7,900,994 per Form 941

2,450,273 per Form 941

143,232 per FUTA and SUTA returns

10,494,500

0.3 2014

Q42014

QS 2015

Q2 2015

-l..l:..

Wages, tips and other
compensation from
Form 941

S o 52,328,958
* I 35,209,774

27,716,883
33,875,917

1s9,932,s2.2

5
6

0.066 effective tax rate (A)

Payroll Adjustment

Employer Payroll Tax Adjustment

2,729,720 (B) (from payroll Expense Adj)

s - - 1so,020 (A) x (B)
r - - - u- 4

10/1412015 1:02 PM
TEP(0322)003158

l

1



TUCSON ELECTRIC POWERcompAny's RESPONSE TO STAFF'S sEvE°°n'i"~3["§§£1°3°T8Z8333
OFDATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1of 1

nocxm NO. E-01933A-15-0322
March 21, 2016

STF 7.08

Payroll Expense:

Reference UDR 1.003, prospectus for long-term debt, page 42. The prospectus stats that the IBEW
Local No. 1116 collective bargaining agreement was entered in January 2013 and expires in
January 2016. Has a new collective bargaining agireetnuent been negotiated and approved by the
union? If so, please provide a copy. If not, please explain the status of the negotiations.

RESPONSE'

The executed agreements have not met final approval by the IBEW Local 1116 or the IBEW
Internationaloffice.

RESPONDENT:

Tina Harris

WITNESS:

Frank Marino

Arizona Coiporaxion Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
Um'Source Energy Development Company ("UED")
UNS E1CCU'iC, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

I



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S sEvE1"4°i'"1°'1"§iFi-'¢l°*?.$33833
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DOCKET NO. E-01933A-15-0322
March 21, 2016

S TF 7.04

Pa yroll Expens e:

Reference Direr Testimony of FrankMarino, page31 , lines 20-21 andworkpaper Income-Payroll
Expense page 2. Please provide the basis used toestimate the wage increase for2017 of 2%.

RESPONSE :

The2017 wage increase estimate of 2% was based on the average classified and unclassified wage

increase for 2015 and is consistent with the 2014 and approved 2016 wage increases.

RESPONDENT:

Georgia Hade

WITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corpouzalion ("UNS")

Unismm EnergyServices ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNSElectric")
UNSGas, Inc. ("UNS Gas")



TUCSONELECTRICPOWER COMPANY'S RESPONSETO RUCO'S F1Fr1'i°§'E'r"'éa8iL"3,?; §3f."'8'3
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 3

DOCKET no. E-01933A.15-0322
April 14, z016

RUCO 5 .2

Long-Term Incentive Compensation- Please answer the following questionsas they relateto long-

term incentive compensation:

a. To clarify the Company is seeking long-team incentive compensation of $1,349,782 in the

test year and $1,049,924 as a pro forma adjustment for a total of $2,399,706 in long-temm

incentive expense in this case. Ifni please explain.

b.

c.

Why did the Company not request long-tenn incentive compensation in its last rate case?

Has the Company in prior rate cases asked for long-term incentive compensation? If so,

please provide the docket number, along with the Commission decision relating to the

Company's request.

d.

e .

f_

g.

Why is the Company using a two year average as opposed to a three year average?

What Company executives or oiiicers are eligible for the program?

List the names of the executives or 08cm in d. above along with the total long-term

incentive compensation provided to them by fiscal year for the test year and three prior

years. The test year and prior year amount should reconcile to your pro Ronna adjustment.

Provide a sub account that breaks-out the long-term compensation amounts between salary

and payroll taxes for the years noted in £, the test year and prior year amount should
reconcile to your pro forma adjustment.

h. From the Company's pro-forma adjustment $180,098 has been capitalized. Please explain

to what accounts this amount was allocated to and how this amount was allocated

i . Was any long~term incentive compensation between 7/1/14 through 12/31/14 capitalized?

If so, please provide the amount and explain to what accounts this amount was allocated to

and how this amount was allocated.

Please explain the Fortis Merger long-teun incentive compensation expense offset to the

Company's pro-forma adjustment in the amount of $2,534,690, and how it was calculated

Please provide a copy of any and all long~tenn incentive compensation program

document(s), and explain how the performance units and restricted stock units relate to the

performance goals, if not already provided.

I. Please provide a copy of the Company's benchmarkingstudy.

111. What is the capitalizationpercentage for the test year?

R E S P O N S E :

3.

Ap r il 4 ,  2016

No. While responding to data request AECC 5.1, the Company discovered that the amount

listed as Fortis Merger LTI Compensation expense was incorrect. As a result the Pro Fonda

adjustment was updated accordingly. The Company is seeking long-term incentive

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
Unisource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l l - l I

ll_lll II  ll

k.

J



File Na m e Bates Numbers

I lRUCO 5.2k - 2012 LTI Term  s h TEP\021453-021455
I  IRUCO 5.2k - 2013 LTI Tenn Sheet-Confidential. TEP\021456-021459
l  aRUCO 5.2k - 2014 LTI T€TII l Sheet-Con5dentiaL TEP\021460-021463
» 1RUCO 5.2k - 2015 LTI T€tII1 Sheet-Confidential. TEP\021464-021467

Docket No. E-01933A-15-0322
TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S FIFTH SET Qlehmem DHM-21

DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 2 nos
Docxm NO. E-01933A-15-0322

April 14, 2016

compensation of $491,910 in the test year and $1,191,919 as a pro forma adjustment for a

total of $1,683,829 in long-tenn incentive expense in this case

Because of the size of the revenue request in the last rate case, the Company decided to not

request long-term incentive compensation in this last rate case, but reserved the right to

request it in this case

e ./fi

Not in the last two rate cases

The Company used the same two year methodology as it did for the payroll adjustment

TEP is in the process of gathering this information and will provide it as soon as possible

The Long-Temm Incentive Compensation Pro Forma Adjustment does not include payroll

The $180,098 capitalized amount was allocated to FERC 107 via the A&G Allocation

No long-term incentive compensation between 7/1/14 through 12/31/14 was capitalized

The Fortis Merger triggered the payout of all outstanding long-term incentive awards

resulting in the accelerated recognition of compensation expense. Compensation expense

on these annual awards is typically recognized ratably over a three-year term. In order to

normalize the pro forma adjustment, the amount related to the accelerated recognition of

compensation expense as a result of the Fortis Merger was deducted This amount was

calculated as follows

Total Estimated Additional Comp Expense in 2014

Mulltiplied by: TEP Mass. Allocation Percentage

Add: P a yro ll Taxer on LTI P a youts

$2,680,890

x 80.46%

157.044

377.646

$2.534.690

The Payroll Taxes on LTI Payouts amount listed above should not have been included in

the Long-Term Incentive Compensation Pro Forma Adjustment. The pro forma adjustment

was subsequently updated in a recent data request as referred to in RUCO 5.2a above

Please see the following a ttached files

THE FILES LISTED BELOW CONTAIN CONFIDENTIAL INFORMATION AND ARE
BE ING  P RO VIDE D P URS UANT TO  THE  TE RMS  O F THE  P RO TE CTIVE
AGREEMENT

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UmlSource El'lctgy Services ("UEs")
UniSource Energy Development Company("UED")
UNSElectric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS G3S")

l l Ill
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TUCSON ELECTRIC POW ER COMPANY'S RESPONSE TO RUCO'S FIFTH SET W ghmgnt DHM-21

DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 3 Cf 3
DOCKET NO. E-01933A-15-0322

April 14, 2016

TEP is in the process of gathering this information and will provide it as soon as possible.

The capitalization percentage used in the Long-Term Incentive Compensation Pro Forma

Adjustment for the test year was 24.8% for the period 7/1/14 through 12/31/14 and 26.8%

for the period 1/1/15 through 6/30/15.

RESPONDENT:

Georgia Hale/ David Lewis/ Steve Bracamonte

W ITNESS:

Frank Marino

SUPPLEMENTAL RESPONSE: April 14, 2016

T H E  F I L E  L I S T E D  B E L O W  C O N T A I N S  C O N F I D E N T I A L  I N F O R M A T I O N  A N D  I S

B E I N G  P R O V I D E D  P U R S U A N T  T O T H E  T E R M S O F  T H E  P R O T E C T I V E

A G R E E M E N T .

€-£1. Please see RUCO 5.2 ( e f & 1)-ConfidentiaLl.pd£ Bates Nos. TEP\021565-021566, for the
coniidential responses to subparts e, g and 1.

RESPONDENT:

Georgia Hale (e. and f.) / Gabrielle Camacho (I)

W IT NESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l ill



DOCIWBt No. E-019aaA-15-0322
TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC SEVENTH SET»(BEhmem DHM-22

DATA REQUESTS REGARDING THE 2015 TEP RATE CASE P890 1 off
DOCKET NO. E-01933A-15-0322

April 4, 2016

b .

A E C C  7 _ 3

P l e a s e  r e f e r  t o  TE P ' s  r e s p o n s e  t o  A E C C  D a t a  R e q u e s t  5 .  1 ( b ) .

P l e a s e  c o n f i r m  t h a t  t h e  a c q u i s i t i o n  b y  F o r t i s  o c c u r r e d  o n  8 / 1 5 / 1 4 ,  r a t h e r  t h a n  8 / 1 4 / 1 5  a s

i n d i c a t e d  i n  T E P ' s  r e s p o n s e .

P l e a s e  p r o v i d e  t h e  w o r k p a p e r s  i n  E x c e l  f o r m a t  t h a t  c a l c u l a t e  t h e  F o r t i s M e r g e r L T I

C o m p e n s a t i o n  E x p e n s e ,  f o r  b o t h  t h e  o r i g i n a l  F o r d s  M e r g e r  L T I  C o m p e n s a t i o n  E x p e n s e

( $ 2 , 5 3 4 , 6 9 0 )  a n d  t h e  3 / 1 8 / 1 6  r e v i s e d  F o r t i s  M e r g e r  L T I  C o m p e n s a t i o n E x p e n s e

( $ 2 , 1 5 7 , 0 4 4 ) .  I f  a p p l i c a b l e ,  i n d i c a t e  t h e  a m o u n t  o f  t h e  F o r t i s  M e r g e r  L T I  C o m p e n s a t i o n

E x p e n s e  c o r r e s p o n d i n g  t o  e a c h  a wa r d  y e a r .

P l e a s e  c o n f i r m  t h a t  t h e  A C C  J u r i s d i c t i o n a l  D e b i t  A m o u n t  o f  $ 0 p r e se n te d o n  t h e  R e v - E x p

t a b  o f  T E P ' s  I n c o m e  -  L o n g  T e r m  I n c e n t i v e  C o m p e n s a t i o n - R e v i s e d  f i l e  i s  i n c o r r e c t .

c .

RESPONSE:

a.

b.

c.

Yes, the acquisition by Fortis occurred on 8/15/14.

See AECC 7.3 Estimated TEP Fortis Merger LTI Compensation Expense.x1sx.

Yes, the ACC Jurisdictional Debit Amount of $0 presented on the Rev-Exp tab of TEP's

Income .- Long Term Incentive Compensation-Revised file is incorrect. The amount

should have been $1,000,112. ,

RES P ONDENT:

Ann Eckert

WITNES S :

Ffalflk Marino

ArizonaCorporation Commission("Commission")
FortisInc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS Energy Coqaomation ("UNS")

a .

UniSource EnergyServices ("UES")
UniSource Energy DevelopmentCompany ("UED")
UNS Electric,Inc. ("UNS Electric" or the "Company")
UNS Gas, INC. ("UNSGas")

4
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO
UNIFORM DATA REQUESTS _ 2015 TEP RATE CASE

noclazr no. E-01933A-15-0322
November 13, 2015

Dog<et No. E-01933A-15-0322
Aitachmamt DHM-23

Page 1 of 7

C ON F I D EN T I AL

b.

c.

UDR 1.035

Bayroll, IncentivePro_gra1nus.

Please provide complete copies of any bonus programs or incentive award programs in
erect at the Company for the most recent three years .

Identify all incentive and bonus program expense incurred in 2012-2014. Identify the
accounts charged.

Identify all incentive and bonus program expense charged or allocated to the Company
from affiliates in 2012-2014.

RESPONSE:

ONE O F T H E FILES LI STED BELO W CONTAINS CONFIDENTIAL

1NFORM ANON AND IS BEING PROVIDED PURSUANT TO THE TERM S OF

THE PROTECTIVE AGREEM ENT.

a.

Please see TEP's response to UDR 1.034 for the description of the short term incentive
program available to TEP's non-union employees related to their annual compensation.
Union employees are not eligible for PEP.

Long-term Incentive frogrgg("L'[]"):

b.-c.

As set forth in the direct testimony of Frank Marino, officers of UNS who provide services
to TEP are eligible to participate in a long-term incentive compensation program. Please
see UDR 1.035 2014 LTI Term Sheet-ConidentiaI.pdf, Bates Nos. TEP\015530-015533
for the description of the program.

Please seeUDR 1.035 TEP Incentive Comp and Bonus Sunuinuary Info.xls for both short-
term and long-tenn incentive progralnn expense directly charged or allocated to TEP in
2012 through 2014 and the corresponding accounts charged. The Excel tile is not
idendNed by Bates number.

RESPONDENT:

Gabrielle Camacho (a) and Patine Rush (b andc)

WITNESS:

Frank Marino

3111

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ('TEP")
UNS Energy Corporation ("UNS")
UNS Energy Comporattion and FortisInc. JointNotice of
ReorganizationSettlementAgreemn tapproved in Decision No. 74689
(August 12, 2014) (the"UNS-FortisSettlement Agreement")

GO I

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eleclzic" or the "Company")
UNS Gas, IDC. ("UNS Gas")
UNS Electric, Inc. 2014 RatcCase Settl ant
Agreement approved in Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreement")

a.

lllllllll



Tucson Electllc Power Company
Test Year Ended 6/30115
Support for UDR 1.035 Item (b)and (c)

Dvdiet No. E-0193344-15-0322
A1Md\men1 DHM-23

Page 2 of 7

C ON F I D EN T I AL

Incentive Compensation (PEP) Program Expense

0426 (1) 3.052.497 3.756.634

812.359
302.851
566.146

3.431 .137
78,527

904.093
318.642
593.912

1.012.675
393.204
722.736

236.034
37.107

428.965

6.768.515

205.036
51

202.871
1 .786.091
7.635.086

144.012
2.286.429
8.763.576

Long Term Incentive (LTI) Compensation Program Expense

0426 (2) 1.595.422 2.332.075 4,531,551 (3)

Snot Awards Compensation Program Expense

10.000

175.665

175.665
950.731

(1)2012-2014 PEP Expense allocated a portion of expense to FERC 426
beginning in 2015 we are no longer allocatingany expense to FERC 426
(allocating to various O&M FER Cs instead). The portion now being allocated to
FERC 920 would result incapitalized A&G

(2)2012-2014 LTI Expense was charged to FERC 426, beginning in 2015 we
are now charging LTI Expense to FERC 920 which would result in capitalized

(3)2014 LTI Expense induces $2,534,690 related to Me Fortis Merger. This
amount was excluded from the test year in the LTI Proforma Adjustment

/Users/tracymullinax/ownCloud/Projects/Arizona STEP/DMS/Responses/UDR/UDR1.035 TEP Incentive Comp and
BonusSummary Info.>ds



Dad<et No. E-01933A-15-0322
Attachment DHM-23

Page a of 7

TEP Tv 06-30-15
UDR 1.035 Payroll, Incentive Programs
Summary - Response to b and c

CONFIDENTIAL

TOTAL:

2012 2013
$ $ $

PEP
LTI
Spot Awards
Total

(1 )

s

6,l/58,515.44
1,595,422.27

175,665.00
a,5s9,soy1__ s

7,635,086.47
2,332,074.69

967,440.67
10,934,601.83

2014
8,763,5l/5.63
4,531,551.46

664,412.83
s 13,959,539.92

(1)2014 LTI Expense induces $2,534,690 related to the Fortis Merger. This amount was excluded from the test year in
the LTI Proforma Adjustment.

/Users/tracymullinax/ownCloud/Projec»ts/Arizona STEP/DMS/Responses/UDR/UDR 1.035 TEP Incentive Comp and Bonus
Summary Info.xls



UDR 1.035 2014 LTI Te sheetB89l8Lnl l;9aaA-1s-0322
rm went DHM-23

Page4 of 7

C ON F I D EN T I AL

THE FOLLOWING DOCUMENT

CONTAINS "CONFIDENTIAL

INFORMATION" THAT IS

BEING PROVIDED PURSUANT

TO THE TERMS OF THE

PROTECTIVE AGREEMENT IN

THIS DOCKET AND MAY NOT

BE SHARED WITH ANYONE

WHO HAS NOT SIGNED THE

PROTECTIVE AGREEMENT.

CONFIDENTIAL TEP(0322)015530



DONNA H. MULLINAX

SCHEDULE DHM-23

PAGES 5_7
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Amusraneuv NAIIE: innShort~Tsrm Insanive Co . ,
AnuusTIlenT TO: IncomeS\a1emel1t
DATE susllmEo~ 21.2015|

211PREPAR BY: pa semen
CHECKED BY: I o Rlrnilez
REVEWED BY: oavwamewrs

I ITata ACC Jutbdlctlmill

DEBIT CREDIT
s azazs
saa.a4a

5429,018
s is  0 7 9

so
so

s2.2ss
:14,s24
$19,546
ss7.s4i

s144,4ao

sa41.aso I$144

FERC
Ao c r .FERC Account DESCRIPTION neon CREDIT
obos Taxes Other Than Inc Tax ss,ooa.os
0500 ewlslcnShear Plod n . . .  , . 44,383.53
0508 .Susan Plod misc Expense 477.889771
0514 Steam pa mm Elem nm 188,385.28
ossa 0. uTlansMlsc erE :ss ,54zsa
057D ]'raneMain\stn ow 39,056.22

sao Dlstop€rslluv& 2,298.48
0585 Dist MBI: Se 74_523_5T
ossa ms: MBlnt M88 Plant 19.s4s.ss
once Cld RedCalledion 4.- 97,347.89
ouzo A&G Sahriel 172,128.91

$1.asa,s2s s11z_1z9

Dodtet No. E-01933A-15-0322
Aiaohmenl DHM-24

Page 1 d a

TUCSON ELECTRIC POWER COMPANY

INCOME sTArElnEnT PRO FORIIA ADJUSTMENT

TEST YEAR EN JUNE to, 2o1sl.;',l

ENTRY TQTAL

NET ENTRY $793.9§0

Reason for Adlustmeng
incentive compensation expense is caiwlaied by applying a wage increase of 2% bf undasdlied payroll b the average heendve compensation expense for
the 12-month periods ended June 14 and June 2015. Cnly undefiNed employees parOdpeie in the Incentive compensation program

The adjustment kxeludes relaiea patron taxes.

G:\RATESlRate Caae2015 TEP\Prn Forma Ad)uatlnents\FIed\lneoms - Shun Term Incentive Cnmpensailonadsm, Rev-Exp TEP(0322)003421

1



Docket No. E-01933A-15-0322
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TUCSONELECTRIC POWER COMPANY'S RESPONSE TO
UNIFORM DATA REQUESTS _ 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
November 13, 2015

Ducked No. E-01933A.15-0322
Attachment DHM-25

Page 1 of 3

UDR 1.034

Incentive Proganns. List and describe all retirement and incentive programs available to Company
o&cers and employees. Provide a complete copy of each incentive compensation programandall
related materials. Identify the goals and targets in each year2012-2014, and all evaluations of
whethersuch goals were exceeded. State the cost by program, of each retirement progilainn directly
charged or allocated.

RESPONSE:

THE FILES LISTED BELOW CONTAIN CQNMDENHAL INFORMATION AND ARE
B EING PROVIDED PURSUANT TO TH E TERM S O F TH E PRO TECTIVE
AGREEMENT.

Incentives:

All TEP non-union employees participate in UNS's short-term incentive program ("PEP"), which
is tied to annual compensation.

The PEP performance targets and weighting are based on factors that are essential for the long-
term success of the Company and are identical to the performance objectives used in its
performance plan for other non-union employees. In 2015, the objectives were (i) net income; (ii)
managing Long-term O&M; and (iii) excellent operations and safe work environment, which
include both quantitative and qualitative measures. The Compensation Committee selected the
goals and individual weightings for the 2015 PEP to ensure an appropriate focus on profitable
growth and expense control, as well as operational and customer service excellence, and process
improvements. This balanced scorecard approach encourages all employees to work toward
common goals that are in the interests of UNS's various stakeholders. The outcomes of which all
benefit our customers in the long run.

The Financial and other metrics for tire Company's 2015 Short-Term Incentive Compensation
program were:

I Financial .- 60%

• Net Income -40%

• Managing Long-term O&M - 20%

• Excellent Operations and Safe Wodc Environment - 40%

In developing the PEP performance targets, Company manager t compiles relevant data such as
Company historic performance and industry benchmarks and makes recommendations to the
Compensation Committee for a particular year, but the Compensation Committee dtimately
determines the performance objectives that are adopted.

The scores iron each gaul are totaled and then multiplied by the targeted bonus of each employee
to determine the MM available dollars to be paid out. Targeted bonus percentages, as a percent of
base salary, range from 9% - 12% for unclassified employees, and 20-25% for senior management
level employees. Bonus percentages, as a percent of base salary, are used in the calculation of
total available dollars, and actual awards may vary at management's discretion based on individual
employee contribution. If a payout is achieved, employee PEP bonuses will be distributed near
the end of the inst quarter the following year. Please see the files listed below for the goals for

Arizona Corporation Commission ("Commission") UniSource Energy Services("UES")
Fortis Inc. ("Fortis") UniSource Energy Development Company ("UED")
Tucson Electric Power Company("TEP") UNS Electric, Inc. ("UNSElectric"or the "Company")
UNS Energy Corporation ("UNS") UNS Gas, Inc. ("Ums Gas")
UNS Energy Corporation and Fortis Inc. Joint Notice of UNS Electric, Inc. 2014 Rate Case Settlement
Reorganization Settlement Agreanent approved in Decision No. 74689 Agreement approved in Decision No. 74689 (August
(August 12, 2014) (the "UNS-Fords Settlement Aa1e¢m¢nt") 12, 2014) (the "2014 Settlement Agreement")

ml l lllllllll



File  Na m e Bates Numbers
UDR 1.0342012-2014 PEP Hist Prcnts-Pos-Confidentialpdf TEP\015464-015465
UDR 1.034 2012 PEP Goals-Confidential.I I TEP\015462-015463
UDR 1.034 2013 PEPGoals-Con5dentia1.pdf TEP \015466-015467
UDR 1.0342014 PEP Goals-Con5dentiad.pdf TEP\015468-015469
UDR 1.0342015 PEP Goads-Confldentiad.I I TEP\015470-015471

File  Na m e Bates Numbers
UDR 1 .034  TEP  Ho u r ly P la n  S P D-CO NFIDENTIAL.p d f- TEP\015472-015500

I IUDR 1.034 TEP  S c a ry P la n S P D-CONFIDENTIAL. TEP\015501-015529

File  Na m e Bates Numbers
UDR 1 .0 3 4 4 0 1 K S P D-CONFlDENTIAL.p d f TEP\015403-015461

TUCSON ELECTRIC POWER co1vl:pAny's RESPONSE TO
UNIFORM DATA REQUESTS _ 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
November 13, 2015

each year and evaluations of yearly performance.

DocksNo. E-01933A-15-0322
Attachment DHM-25

Page 2 of 3

Retilrement Programs:

TEP employees are eligible to participate in one of the pension plans for employees ofTEn. Please

see theFilelisted below for the summary plan description.

Additionally, TEP employees are eligible to participate in the TEP401(k) Plan as described below:

401(k) Plan
A11 employees participate in the TEP's 401(k) Plan, which takes advantage of Section 401(k) of

the InternalRevenueCode and permits employees to voluntarily save Hom 1/2% to 25% of their

pay, before any deduction for state or federal income taxes. The Company matches dollar on

dollar, up to 4.5% of pay saved in the 401(k) Plan for TEP employees.

Employees' savings and Company matching contributions are invested in one or any combination

of a selection of professionally managed investment iimds at the direction of the employee.

Employees are eligible to join the401(k) Plan upon their date of employment. Company matching

contributions are fully and immediately vested. Please see the file listed below for the sunmunary

plan description.

Retirement program expense directly charged or allocated to TEP during each year was as follows :

2012 2013 2014
TEP SERP Plan (FERC 0426)
TEP Union and Salaried Pension Plans (FERC
0926)
TEP 401K Plan (FERC 0926)

UNS Electric PcIlsioI1/401K (FERC 0926)

UNS Gas pensi0n/401K (FERC 0926)

Defensed Compensation Plan (FERC 0920)

$1,004,706

7,334,904

2,828,818
36,912
19,070

(160,601)

$1,115,118

7,632,836

2,980,758
44,933
21,384

(294,873)

$954,665

4,206,860

3,062,120

30,874

17,007

(75,744)

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fords")
Tucson Electric Power Company ("TEP")
UNS Energy Corporation ("UNS")
UNS Energy Colpouation and Fortis Inc. Joint Notice of
ReorganNlation Settlanent Agreement approved in Decision No. 74689
(August 12, 2014) (the "UNS-Fortis Settlement Agreement")

UniSouree Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric"or the "Company")
UNS Gas, Inc.("UNS Gas")
UNS Electric, Inc.2014 RateCase Settlement
Agreement approved in DecisionNo. 74689 (August
12, 2014) (the"2014Settlement Agreement")

I ll l l



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO
UNIFORM DATA REQUESTS _ 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
November 13, 2015

Dodtd No. E-019aaA,15-0322
Attadlmalt DHM-25

Page a MY

Total

RESPONDENT:

Steve Bracamonte

WITNESS:

Ffallk Marino

$11,063,809 $11,500,156 $8,195,782

Arizona Corporation Commission ("Conunission")
Fortis Inc. ("Fortis")

Tucson Electric Power Company ('°TEP")
UNS Energy Corporation ("UNS")

UNS Energy Compcmation and Fortis Inc. Joint Notice of
Reorganization Settlement Agreement approved in Decision No. 74689

(August 12, 2014) (the "UNS-Fortis Settlement Agreement")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNSGas, Inc. ("UNS G85")
UNS Electric, Inc. 2014 Rate Case Settlement
Agreement approved in Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreement")



TUCSON ELECTRIC POWER colvlpAny's RESPONSE TO STAFF'S ELE 8333§8
SET oF DATA REQUESTS REGARDING THE 2015 TEP RATE cAsE Page 1 °f 1

DOCKET no. E-01933A.15-0322
April 12, 2016

S TF 11.14

Short Term Incentive Comp: Follow up to UDR 1.001 Income-Short Term Incentive
Compensation: On page 2, other than the 2% increase through 2017, there appears to be other
differences in the in amounts in the column labeled 7/1/14-6/30/15 used in calculating the two-
year averageand the amounts in the column labeled 7/1/14-6/30/15 Test Year.

Please explain those differences and explain why the 7/1/14-6/30/15 should be adjusted
prior to calculating the two~year average.

Plebe explain why those same adjustments should not also be made to the test year amount.

a.

b .

RES P ONS E:

a.

2.

3.

4.

The column labeled "7/1/14-6/30/15 Test Year" is the actual Short Tenn Incentive
Compensation expense recorded in the GL for that period. The column labeled "7/l/14-
6/30/15" used in the 2 year average calculation adjusts GL expense for the following items:

1. Removes the impact of out of period adjustments resulting from Mar-14 J903 and
Feb-14 J028A (these amounts are shown on page 3 of the pro forma adjustment -
columns labeled "Adjust J903 Mar-14" and "Adjust J028A Feb-l4"). See the
response to STF 11.15 for more information on these adjustments.

Adjusts for capitalized A&G (this amount is shown on page 3 of the pro forma
adjustment - column labeled "Adjust FERC 0920").

Adjusts for officer incentive compensation originally expensed to FERC 426,
which beginning in 2015 is now being allocated to various O&M FERC accounts
(this amount is shown on page 3 of the pro forma adjustment - column labeled
"Adjust FERC 0426).

Adjusts for wage increases at 2% through 2017 (this amount is shown on page 3 of
the pro forma adjustment - column labeled "Adjust Wage Increase").

The resulting Mendar year amount for 2014 alter the above adjustments was then
prorated for halfyear toarrive atthe adjusted7/1/14-6/30/15 amount.

All of the adjustments noted in a.aboveare reflected on page 3 when calculating the 2 year
average, which is what was used to determine the pro forma adjustment amount. (e.g. we
took the actual Short Term Incentive Compensation Expense for the Test Year, aNd then
adjusted that amount to a 2 year average that factored in ally the adjustments noted in a
above).

5.

RES P ONDENT:

Georgia Ha le

w ITn E s s

Frank Ma rino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

b.

UniSource Energy Services ("UES")
UniSourceEnergyDevelopmentCompany ("UED")
UNS Electric, Inc. ("UNSElectric")
UNS Gas, INC. ("UNSGas")



AnJusnlallr MAME Pendcn & Eenelits Adjustment
ANJUSTIIENT TO: hcnme Statement
DATE SUBll1TED: Maldl 10, 2016
PREPARED BY: Miho ChulB6
cl-IEcl<Eo BY: Br&n srumneua
REWEWED BY:

To o l C u m Acc Jlllisdldlonll

DEBIT CREDIT

$2,524,050

In 8$2 o

Franc
ACCT FERC AccounT DESCRIPTION DEBIT CREDIT

928 We & Benefits 53,008,126

.ooa.1zs I

Docket No. E-01933A-15-0322
Attachment DHM-27

Page 1 Rf s

TUCSON ELECTRIC POWER COMPANY
INCOIE S1ATEraENT PRO FORUA ADJUSTMENT

TEST YEAR linen JUN 30, 201s

ENTRY TOTAL

NET ENTRY . ;a,nos,1 be

Reason for A4lll
To aqusz opening expenses for the test year belted on the most recent pension actuarial vduaiion and benetiis ewwwe based on calwlatsd benefit

names for 2015.

5/16/16 10131 AM

$424.8
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Dod<d No. E-01933A'15-0322
Attainment DHM-27

Page 3 of 3

Tucson Electric Power Company
Pension Expense Adjustment - Supplemental Executive Retirement Plan (SERP)
Test Year Ended JUN 30. 2015

Expense par Actuarial Report

TEP allocation % ( Massachusetts Formula)

TEP Expense Per Actuarial Report

1.396.547

80.90%

1.129.807

TEP Test Year - Included in O&M Per GL

SERP Adjustment

(564,903)



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S sEvE "é'n'33,1°3§£I8?8'i3
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 off

DOCKET NO. E-01933A-15-0322
March 21, 2016

STF 7.15

Pension and Beneiitsc

Direct Testimony of Frank Marino, page 32, lines an17-21 andUDR 1.001 Workpaper Income-
Pension & Benefits: Mr. Marino states that the Pension and Benefit adjustment includes current
pension, Company's share of contributions to the employees' 401(k) plan, medical, dental, vision,
life and long-term disability benefit expense levels. The workpaper for the Pension & Benefit
adjustment appears to only include qualified retirement pension costs and SERP. Was an
adjustment made for the Company's share of contributions to the employees ' 401(k) plan, medical,
dental, vision, life and long-term disability benefit expense levels? If so, please provide the
adjustment workpapers.

RESPONSE:

Please see UDR 1.001, as supplemented on March 18, 2016.

RESPONDENT:

Brian Brwuniield

wnnEss=

Frank Marino

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP' or the "Company")
UNS Energy Compotation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company("UED")
UNS Electric, IDC. ("UNSElectric")
UNS Gas, Inc. ("UNS G25")

Illll II



TUCSONELECTRIC POWER COMPANY'S SUPPLEMENTAL REsron§'IE°""'f'8°Af'i;"¢l°33$T85H?i33
RUCO'S SEVENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE Page 1 of 1

CASE
DOCKET no. E-01933A-15-0322

May 2, 2016
RUCO 7.06

Director and Officers ("D&O") Insurance - Please answer the following questions as they relate
to D&O insurance that the Company is seeking to recover in the test year

a.

b .

c.

d.

What is the amount ofprepadd D&O insurance included in working capital?

Is prepaid D&O insurance included anywhere else in rate base? If so, provide the amount
and rate base category.

What is the amount of D&O expenserecorded in test yea operating expenses?

In c. above provide the FERC operating expense accounts along with the amounts recorded
in each (e.g. administration).

RESPONSE:

TEP is in the process of gathering this infounation and will provide it as soon as possible.

RESPONDENT:

Rico Ramirez / Georgia Hale

WITNESS:

FrankMarino

SUPPLEMENTAL RESPONSE: May 2, 2016

a. Theme is$41,658 of D&O insurance included in wording capital.

b. No.

c. $50,306. Please see STF 7.18.

d. $50,306 in FERCAccount 925.

RESPONDENT:

Rico Ramirez / Georgia Hale

WITNESS:

DallasDukes

April 18, 2016

Arizona Corpomartion Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSourcc Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

llllll



P45 i=¢é31§ A§14¢iIi1el1$..l11sa9!nQ : F4199 lnqqme Adjustment

TEP is requesting $50,306 recovery of D&cO insurance expense in this rate case.

bab ies ' -i5ER6lé'2?s r t ? ` D I Ur

RES P O NS E-

Reference UDR 1.059. What is the amount of D&O insurance the Company is requesting to

recover inthis ratecase? Pleaseincludethe amount in expenses and the amount prepaid included

in ratebase.

STF 7.18

D&O Insurance:

TUCSONELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S sEvE°1¢:"r°"8 '§°8~'¢?.°3§'..T8?TQ8.3
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DOCKET no. E-01933A-15-0322
March 21, 2016

4928, 142)

973,448 .

i
I

Amount of D&O Liability Insurance in the test year s0,a0e

Thereis no prepaid D&O insuranceincluded in rate base.

Theamounts provided in UDR 1.059represented unadjustedbook balances.

D&O insurance expense in the amount of $923,142 was removed via the pro Ronna adjustment:

Income - Fortis Merger Operating Income Adj vestmentpreviously supplied underUDR 1.001 .

RES P ONDENT:

Anne Liu

WITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Electric")
UNS GAS, Inc. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC TENm°§9@l.~5§333_883233
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 ors

DOCKET no. E-01933A-15-0322
April 18, 2016

AECC 10 .1

b.

c.

d.

e.

Legal CXP€lllSCS.

Please identify by FERC account the amount of outside legal expense included in the test
year retail revenue requirement.

Are there any differences between TEP's per-books outside legal expense and the amount
included in the test year retail revenue reqMement? If so, please show where these
adjustments are presented in TEP's filing.

Please identify by FERC account the amount of outside legal expense 'included in TEP's
requested test year retail revenue requirement in Docket No. E-01993A-l2-0291 .

Please identify by FERC account the amount of outside legal expense incurred by TEP in
each of the following years: 2012, 2013, and2014.

Please refer to the Direct Testimony of Michael E. Sheehan, p. 45, lines 18-19. Are any of
the outside legal expenses associated with the co-owners and former lessons of
Springerville Unit l included in the test year retail revenue requirement? If so, please
identify this amount, indicate the docket number(s) of the cases, and explain the rationale
for recovering these expenses from ratepayers.

RESPONSE:

a. Please see AECC l0.1a Legal Expemses.xlxs. The Excel file is identified by Bates
numbers.

b. The differences between TEP's books inside legal expense and the amount included in
the test year are identified in the File referenced in AECC 10.1a.

c. Please see AECC 10.1c Legal Expem1ses.xks. The Excel file is Q; identified by Bates
numbers.

d. Please see AECC 10.1d Legal Expenses.xlxs. The Excel tile is go; identified by Bates
numbers.

e Yes. There is $1,340,437 of outside legal expenses associated with the co-owners and
former lessons of Springerville Unit 1 included in the test year retail revenue requirement.
Below is a list of the case numbers and docket number:

Alter fa Springerville LLC, LDVF1 TEP LLC, Wilmington Trust Co. and William J.
Wade v. TEP
FERC Dkt. No. EL15-17-000

Alter fa Springerville LLC, LDVF1 TEP LLC, W ilmington Trust Co. and W illiam J.
Wade v. TEP
Case No. 653898/2014
New York County Supreme Court

Alter fa Spri erville LLC, LDVF1 TEP LLC (via Wihnuington Trust Company and
W ill iam J. Wade as Trustees)
Case No. 01-15-0003-7373
American Arbitration Association

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compoluiion ("UNS")

a.

UniSource EnergyServices ("UES")
UniSouxce Energy Development Company("UED")
UNS Electric, Inc. ("UNSElectl'ic")
UNS Gas, Inc. ("UNS Gas")



Dad<et No. E-019331415-0322
T U C S O N E L E C T R I C POW ER COMPANY'S RESPONSE T O AECC T ENT H SET  0\Fachment  DHM-31

D A T A  R E Q U E S T S  R E G A R D I N G  T H E  2 0 1 5  T E P  R A T E C A S E Page 2et 5

DO C K E T  n o .  E - 0 1 9 3 3 A- 1 5 - 0 3 2 2

Apri l  18,  2016

TEP v. Alter fa Springerville LLC, LDVF1 TOP LLC, Wilmington Trust Co. and
William J. Wade Consolidated Matter
Case No. 01-15-0003-2729
American Arbitration Association New York

The rationale for recovery is that these legal expenses were necessary in order to acquire
the interests in SGS Unit 1. As such, they are considered transaction costs for the
acquisition to provide service to customers.

RESPONDENT:

Rico Ramirez

WITNESS:

Dallas Dukes

Arizona Comporaltion Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSouroc Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elecnric")
UNS Gas, Inc. ("UNS Gas")

f un  l a ll l l
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Dnckei No. E~01933A-15-0322
»°lttad'lmentDHM-31

Page 5 of 5

Tucson Electric Power
Legal Expenses
AECC 10.1d

FERC DEC-12 DEC~13 DEC-14

12,636.25 62,575.08
28,676.25

4,789.50

0500
0502

0506

0556
0560

0590
0903

0908
0923
0926

3,382.00

560.00 869.50

32,374.88
117,158.21

1,672,679.97
48,438.70

1,903,270.01

72.00

17,828.92

777.00
27,586.75

11,708.51
1,445,192.93

185,733.53

1,701,535.89

36,146.66

14,523.00
2,279,61S.48

236,822.27
2,635,341.49

I n lull

\1111



TUCSON ELECTRIC POWERC01\IPANY'S RESPONSE TO STAFF'SE1GH9r°Ed'f5'119B§13»§.3f§83833
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1Of 1

DOCKET no. E-01933A-15-0322
May 13, 2016

S TF 18.1

Legal Expenses: Follow up to response to AECC 10.1. The Company stated there is $1.34 million

in the test year for outside legal expenses associated with the co-owners and former lessons of

Springewille Unit 1,

a.

;111

b.

With the settlement of the disputes with the co-owners and TEP's acquisition of Unit 1,

will TEP receive any reimburse end of these expenses?

The Company's rationale for recovery is that these expenses were necessary to acquire

interests in Unit 1 and, as such, are considered transaction costs. Does the Company

intend to capitalize these costs?

RESPONSE:

a. No.

b. No.

RESPONDENT:

Rico Ramirez

WITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("Tl8P" or the "Company")
UNS Energy Composition ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS EI¢¢t1'i¢»)
UNS Gas, INC. ("UNS G8$")

IIIIIIIII I
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO RUCO'S SEVENTH2841;8398
oF DATA REQUESTS REGARDING HIE 2015 TEP RATE cAsE Page 1 °f 1

DQCKET NO. E-01933A-15-0322
April 18, 2016

RUCO 7.19

Bids/Requost for Proposals ("RFPs") - Did the Company procure bids/RFPs for the following rate
case witnesses:

a. Cost of Capital Witness

b. Outside Attorney

c. DepreciationExpert

If so, pleaseprovide a briefnarrative of the competitive bidding process (e.g. how many vendors
applied) and how the witnesses were selected.

RESPONSE:

No, _as it is not, nor has it ever been a requirement to procure bids/RFPs for such specialized
services.

RESPONDENT:

TEP Legal Department

WITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compcvration ("UNS")

UniSource Energy Services ("UES")
UniSo1n'eeEnergy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS Gas")

I l u lllullll l l

lull



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S EIGHTH 3884933883323
OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 Of 1

nocxm NO. E-01933A.15-0322
March 18, 2016

S TF 8 .1

Rate Case Expense: The rate case expense provided with the application was an estimate. While
it may still partially be an estimate, please provide the rate case expense as of the current date,
including both current actual costs with supporting documentation and still projected costs in at
least as much detail as provided originally with the application.

RESPONSE:

TUCSON ELECTRIC POWER COMPANY
RATE CASE EXPENSE
AS INCURRED through Feb 29, 2016

Outside Counsel

Depreciation Study

Rate Design Study

Outside Rate Case Consultant

Cost of Equity Study

Total Estimated Expense

Actuals
105,887.19

152,715.00

145,943.14

44,801.79
51 ,551 .01

$500,898.13

Revised

E_roj_ecti0ns
600,000.00

200,000.00

225,000.00
85,000.00

100,000.00
$1 ,210,000.00

RESPONDENT:

BernadettePorter

WITNESS:

Craig Jones

Arizona Corporation Commission ("Commission")
Fortis Inc. ("F<»n:is")
Tucson Electric Power Company ("TEP" or mc "Company")

UNS Energy Compomaiion ("UNS")

Unisource Energy Services ("UES")
UniScurceEnergy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



. Did<et No. E-01933A-15-0322
TUCSONELECTRIC POWERCON[PANY'SRESPONSETO RUCO'SFIFTH SET Mchm8nt DHM-36

DATAREQUESTS REGARDING THE 2015TEP RATE CASE Page 1of 2
DOCKETNO. E-01933A-15-0322

April 4,2016
RUCO 5 .4

Rate Case Expense - Please provide the rate case expense authorized by the Commission in the

Company's last three rate cases.

RESPONSE:

Please see RUCO 5.4 Prior Rate Case Expense Authorized.xlsx. The Excel file is go; identified

by Bates numbers.

RESPONDENT:

Rico Ramilrez

WITNESS:

Dallas Dukes

Arizona Corporation Commission ("Commission")
FortisInc. ("Fortis")
Tucson ElectricPower Company ("TEP"or the "Company")
UNS Energy Corpoamtion("UNS")

UniSource Energy Services ("UES")
UniSouxcc Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Eleclx'ic")
UNS Gas, Inc. ("UNS Gas")



Dog<et No. E-01933A-15-0322
Aimchment DHM-36

Page 2 of 2

TUCSON ELECTRIC POWER COMPANY
RATE CASE EXPENSE
Amounts Authorized by the Commission

Test Year Am o u n t

2012
2007

s

s

900,000
900,000

The company did not seek recovery of its Rate Case Exenses prior to the 2007 Rate Case.
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TUCSON ELECTRIC POWER colvlipAny's RESPONSE TO STAFF'S E1GH9r°1'8§i:t1'19k§i°¢l°3§.2°§838:3
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Paige 1 do

DQCKET NO. E-01933A-15-0322
May 13, 2016

STF 18.2

Miscellaneous Expenses: Follow up to response to STF 12.03. Please explain the specific nature
of the expenses included in the following Miscellaneous Genial Expelnses. Also indicate whether
any of these dollars are part of a pro forma adjustment included within the Company's application.

a. Membership Dues - $ 2,339,286

b. Administrative Labor Remote - $1,326,326

c. Other A&G Expense - $585,l13

d. Printing & Mailing - $731,146

e. Wages - $216,021

f_ Material & Supplies - $16,116

RESPONSE :

a.-£ Please see STF 18.2 Miscellaneous Expenses.xlsx for details. The Excel file is _ng
identified by Bates numbers.

RESPONDENT:

Rico Ramirez

WITNESS:

Dallas Dukes / Frank Marino

Arizona Computation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corpcuaiion ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC1111111-'i;°i?s"°'n&"'ii'§;°J.°"en.°A3333§3
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE page 1 Rf 1

DOCKET no. E-01933A-15-0322
April 25, 2016

AECC 13.3

Please refer to TEP's Income- Payroll Expense adjustment workpaper, the Exec Salary tab. The
Note St8.t€S2

The Fortis Merger Agreement states that if the number of Senior Management Personnel in the

test year is less than 11, total compensation will bereducedproportionately.

The number of Senior Management Personnel remains at 11 during the test year. No proportional

reduction is needed.

Please reconcile this statement with Mr. Dukes' Direct Testimony, page 48, lines 11-12.

RESPONSE:

In reviewing the Direct Testimony of Dallas Dukes, the Company found the cited quote to be that
of the Direct Testimony of Frank Marino. During a transitional period in the Test Year, we
temporarily had 10 officers. Another officer resigned and left the Company in July2015 and, two
officers were subsequently appointed. At the date of thefiling, there were ll officers.

RESPONDENT:

Gabrielle Camacho / Georgia Hale

WITNESS:

Frank Marino

Arizona Coxpolation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power' Company ("TEP" or the "Company")
UNS Energy Corponuion ("UNS")

UniSource EnergyServices ("UES")
UniSourceEnergy DevelopmentCompany ("UED")
UNS Electric, Inc.("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



Month 08cm Count
J u l.14 11

Au g -14 11

lS -14 11

Oct-14 10

Nov-14 10

De c-14 10

Jan-15 10

Fe b -15 10

Mar- 15 10

Apr- 15 10

Ma y-15 10

J un.15 10

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO AECC THIR En"4°H8g33638
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DQCKET no. E-01933A-15-0322
April 25, 2016

AECC 13.2

Please refer to theDirect Testimony of Dallas Dukes, page 48, lines 11-15, which states:

As of the end of the Test Year there were 10 executive oiiicers of UNS Energy. This is one less
than the number of executive officers as of August 12, 2014, the date of Decision No. 74689
approving the merger. Therefore, pursuant to Condition 11, the portion of the compensation for
those Senior Management Personnel that is allocable to TEP hasnot increased.

For each month of the test year, please provide the actual number of UNS Energy Senior
Management Personnel.

RESPONSE:

In reviewing the Direct Testimony of Dallas Dukes, the Company found the cited quote to be that
of the Direct Testimony of Frank Marino, page 48, lines 11-15. Please see the table below for the
actual number of TEP Senior Management Personnel by month,

RES P ONDENT:

Gabrie lle  Camacho

WITNES S :

Fra nk Ma rino

Arizona Coloration Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Componltion ("UNS")

UniSouree Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S TmRTEE11'3R3l933§
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DOCKET no. E-01933A-15-0322
April 21, 2016

STF 13.2

SGS Unit 1: During discussionwithCompany Personnel at Springemville Generating stationon31
March 2016, representatives firm Blue Ridge Consulting were informed that the co-owners
(50.5%) of Unit 1 have settled the outstandingissues with TEP and (START CONFIDENTIAL)
that TEP will likely purchase the remaining 50.5% of unit 1 &om the other co-owners. Please
coniiinn thatunderstanding.(END CONFIDENTIAL).

RESPONSE:

On February 29, 2016, TEP entered into an agreement with the third-party owners of 50.5% of

Unit 1 for the settlement and release of asserted claims and the purchase andsale ofbenehciad

interests in Unit 1 (Agreement). The Agreement provides that TEP will purchase the third-party

owners' 50.5% undivided interest in Unit 1 for $85 million and the third-party owners will pay

TEP $12.5 million for operating costs related to Unit 1 incurred on behalf of the third-party

owners. Upon completion of the purchase, adj outstanding disputes and pending litigation and

arbitration proceedings between TEP and the timid-party owners will be dismissed with

prejudice.

The purchase of third-party owners' undivided interest in Unit 1 is subject to, among other things,

Federal Energy Regulatory Commission approved and satisfaction of other customary closing

conditions.

RESPONDENT:

Kenton Grant / Todd Hixon

WITNESS:

Kenton Grant

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Cognation ("UNS")

UniSouxce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S rnm°19E°"8n"9181*lL°33$83388
SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 off

DOCKET no. E-01933A-15-0322
April 21,2016

STF 13.3

SGS Unit 1: (START CONFIDENTIAL) Please provide an estimate of when the expected
purchase of Unit 1 will be consummated. (END CONFIDENTIAL).

RESPONSE:

TEP expects the purchase of Unit l to close in the second quarter of 2016.

RESPONDENT:

Kenton Grant / Todd Hixon

WITNESS'

Kenton Grant

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Compan§t')
UNS Emmy Coapowtion ("UNS")

UniSource Energy Services ("YES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS E1€C1IiC")
UNS GAS, INC. ("UNS GAS")

I l l_ l IIllllluu I



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'D§cket "°$&°'$ a:a8§
SEVENTEENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DOCKET NO. E-01933A-15-0322
May 13, 2016

STF 17.05

SGS Unit1 O&M: Reference STF 13.2. With the pending agreement for TEP to buy out the other
co-owners' interest in Unit 1 (expecting to close in the 2" Quarter 2016), what is the Company
intention regarding its adjustment eliminating the O&M costs associated with the 50.5% share of
those other co-owners in Unit 1.

RESPONSE:

As described in the direct testimonies of Michael Sheehan and Kenton Grant, the Company
proposed recovering the O&M costs for the 50.5% share of SGS Unit 1 through the PPFAC,
commencing on the effective date of the Commission's rate order. That proposal, which predated
TEP's agreement to purchase the 50.5% share, stated that PPFAC recovery would only apply if
the generating capacity was available to meet retail customer demand. The Company still supports
this recovery method, but is also amenable to O&M recovery through non-fuel rates.

RESPONDENT:

Kenton Grant

WITNESS:

Kenton Grant/Michael Sheehan

Arizona Comora6on Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS GAS, IDC. ("UNS Gas")

l
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D OC K E T  NO.  E - 0 1 9 3 3 A - 1 5 - 0 3 2 2

M a y 1 3 ,  2 0 1 6

STF  17 .06

S G S  L e a s e h o l d  I m p r o v e m e n t s  ( c o n t i n u e d  a m o r t i z a t i o n )  a n d  S G S  C H F  A d j u s t m e n t :  T h e

Company recorded a regulatory asset  f or  $23,887 for  the SGS leasehold inuprovements.

a. Please explain why regulatory asset  t reatment  and inclusion in  rate base is appropr iate f or

the other  50.5% co-owner  share of  leasehold improvements.

W as th is amount included as a receivable?

W h a t is the impact  of  TEP pending purchase of  the 50 .5% co-owners  share of  Un i t  1  on

the regulatory asset and the Company's request  f or  cont inued amor t izat ion of  these costs?

R E S P O N S E :

b .

c .

a. The referenced leasehold improvements represented capital expenditures made during the

tem of the SGS Unit 1 lease that were required for the continued operation of SGS Unit 1.

Had those investments not been made, the 49.5% of SGS Unit 1 currency ownedby TE P

would not be operable. Since these expenditures were reasonable and necessary at the time

they were made, they should be subject to continued rate recovery. The Commission

allowed rate base treatment of SGS Unit 1 leasehold improvements in the Company's last

two rate orders. In the last rate case, TEP proposed recovering the leasehold improvements

using a 10-year amortization period, instead of recovering them over the remaining life of

the SGS Unit 1 lease (which expired January 1, 2015). This was done in order to limit the

rate impact on customers, and was incorporated in the rate settlement agreement approved

by the Commission. If those same leasehold improvements were now disallowed from rate

base, the Company would essentially be penalized for malting a proposal that benefited

customers in the last TEP rate case.

b.

c.

N o

The Company still supports its original request to recover the leasehold improvements

using the established amortization period. However, the Company is also amenable to

recovering them as a plant investment over the remaining useful life of SGS Unit 1.

R E S P O N D E N T :

K e n t o n G r an t

W I T N E S S :

K e n t o n  G r a n t

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSouroe Energy Services ("UES")
UniSouroc Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")
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DOCKET no. E-01933A-15-0.22
, 2016

RUCO 9.09

SGS 50.5 Percent Ownership by Other Parties in Unit 1- On page 33, line 24, Company witness
Kenton C. Grant discusses the current litigation with the parties who have an ownership stake in

SGS unit 1. Please answer the following questions based on his discussion of remaining 50.5
percent interest in SGS unit 1:

a. Who are the other owners in SGS Unit 1, and state their percentage ownership of the 50.5
percent?

b. Mr. Grant states that the Company began dispatching the owners share on the open market.
Please provide the amount of revenue generated by theses sales by month. In addition,
please include any worksheet sheets or calculations to substantiate the Company's revenue
amounts.

c.

d.

e.

Were any of these revenues in b. recovered through the Company's Purchased Power and
Fuel Adjustment Clause ("PPFAC")? Ifni, why not.

To clarify the Company also intends to recover the otherparties' ownership operation and
maintenance ("O&M") costs through the PPFAC?

In d. does the Company also intend to use June 2015 as a starting point to recovery the
third party O&M costs? If no, what date does the Company intend to use as its starting
point?

f_ Has the Company already started collecting the other parties O&M costs through the
PPFAC?

g.

h.

i.

What is the amount by mouth of O&M costs still owed by the other parties in unit 1? In
addition, please provide the amount of CHC and Common Facilities and Lease hold
improvement costs, and any other costs still owed by the other parties by month.

Subsequently, have the parties settled with TEP? Ipso, what are the terms of the settlement,
and how does the Company propose to treat the delinquent amounts. In addition, please
provide a copy of the settlement agreement.

Does TEP now own 100 percent in unit 1? Ifni, when does TEP expect to oven 100 percent
in unit 1?

j- Why does the Company want to rate base the delinquent leasehold improvement amounts
from the other parties instead of treating it as an operating lease, similar to the common
facilities?

RES P O NS E-

a.

b.

Altem a  S pringe rville  LLC, a n a ffilia te  of Altecrna  Ca pita l P a rtne rs , owns  a  43.0693%
undivided inte res t in S GS  Unit 1. The  other 7.4257% is  owned by LDVF1 TEP  LLC, a n
a ffilia te  of the Fortres s  Inves tment Group.

THE F ILE LIS TE D BE LO W C O NTAINS CO MP ETITIVELY-S ENS ITW E
C O NF IDE NTIAL INF O R MATIO N THAT IS  O NLY BE ING  P R O VIDE D TO  THE
R E Q UE S TING  P AR TY P UR S UANT TO  THE  TE R MS  O F  THE  P R O TE C TIVE
AG RE E ME NT.

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource EnergyServices ("UES")
UniSource Energy Development Company ("UED")
UNSElecll'ic, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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DATA REQ0ESTS REGARDING THE 2015 TEP RATE CASE Page 2 °f 3
DOCKET no. E-01933A-15-0322

,  2016

P l ease see RUCO  9 . 0 9 Competitively Sensitive Coniidentia,1.pd£ for t he sales rec orded

h am  d i sp at c h i n g  t h e 5 0 . 5 %  sh ar e of  S G S  Un i t  1 are based on counterparty t ransac t ions

ent ered  i n t o our power trading system. Sale amounts are derived firm negotiated c on t rac t

teams.

c . No. This portion of SGS Unit 1 was not a system resource available for dispatch to meet
the needs of TEP's retail customers.

d. As described in the direct testimonies of Mr. Grant and Mr. Sheehan, the Company is only
requesting PPFAC recovery of O&M costs associated with this 50.5% share if the
generation is available for dispatch to meet retail customer needs.

e. No. Assuming the condition described in part (d) above is met, the Company is requesting
that O&M recovery through the PPFAC b¢g-in upon implementation of new rates in this
rate case.

f.

g.

No.

THE FILE LISTED BELOW CONTAINS COMPETITIVELY-SENSITIVE
CONFIDENTIAL INFORMATION THAT IS  ONLY BEING P ROVIDED TO THE
REQUES TING P ARTY P URS UANT TO THE TERMS  OF THE P ROTECTIVE
AGREEMENT.

See attached file RUCO 9.09(g) Costs due from SGS U1 50.5% Ovwne oMdendd
Competitively Sensitive.xlsx.

Yes. Please see the response to STF 13.2. As for treatment of unreimbursed O&M costs,
they would be written off by the Company.

No. The Company is awaiting FERC approval of the proposed purchase. If approved,
TEP expects to close the purchase in the second quarter of 2016.

Leasehold improvements are fundamentally different from lease payments. Leasehold
improvements represent replacements and betterments of leased utility plant. The
Commission has previously allowed for rate base treatment of Springerville leasehold
improvements in the Company's last two rate orders.

RESPONDENT:

Kenton Grant/Georgia Hale (b,g)

WITNESS'

Kenton Grant

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company CTEP" or the "Company")
UNS Energy Corporation ("UNS")

j.

h .

i.

UniSomce Energ Services ("UES")
UniSo\1rce Energy Development Company ("UED")
UNS E16cu'ic, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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D A T A  R E Q U E S T S  R E G A R D I N G  T H E  2 0 1 5  T E P  R A T E  C A S E Page 1 of 1

DQ C K E T  n o .  E - 0 1 9 3 3 A- 1 5 - 0 3 2 2

RUCO 9.10

SGS Ownership by Other Part ies - Please answer the following questions as they relate to all four

SGS units

Please provide a list of  the owners and their percentage `mterest in each of  the SGS units?

Please provide a list of  the owners and their percentage interest by year going back to 2005

Please provide a l is t  of  the owners  and their  percentage interes t by year projec t ing out to

RES P ONS E

7.4257%

17.6804%

10.6082%

7.0721%

Uni t  1 :  T EP 49.5%,  A l ter  f a Spr ingervi l le LLC 43.0693% LDVF1 T EP LLC 7.4257%

Unit  2:  San Car los  Resources , Inc . ,  a whol ly-owned subs idiary of  TEP

Unit  3:  Spr ingervi l le Unit  3 Holding LLC, Lessor  to T r i -State Generat ion & T ransmiss ion

Assoc iat ion

Uni t  4:  Sal t  R iver  Projec t

Same as  (a) ,  exc ept  f or  Un i t  1 .  T he f ol lowing und ivided in teres ts  in  SG S Uni t  1  were

owned by the par t ies  l is ted below f or  the mc periods indicated

43.0693% Altema Spr ingervi l le LLC (2009 -  present )

Phi l ip Morr is  Capi tal  Corporat ion (2005 ._ 2009)

LDVFI  T EP LLC (2005 _  pres ent )

CILCORP Lease Management,  Inc .  (2005)

TEP (2015 -  present)

Daimler  Capi tal  Services  LLC (2005 _ 2015)

TEP (2015 _ present)

Pac if ic  Harbor Capital,  Inc . (2005 _ 2015)

TEP (2015 -  present)

MW R Capital,  INC. (2005 _ 2015)

TEP (2006 _ present)

US W est Financial Services, Inc. (2005 _ 2006)

Same as  (a)  except for  Unit  1,  which is  expected to be 100% owned by TEP beginning in

mid -2016

R E S P O N D E N T

K en t on  G r an t

l4 .1443%

K en t on  G r an t

Arizona Coloration Commission ("Commission")
Fortis INC. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSouroe Energy Services ("UES")
UniSo\u1:c Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNSGas")



TUcson ELECTRIC POWER COMPANY'S RESPONSE To AECC trH1R1mnm19gE;8;§3g;-5338
SETOF DATAREQUESTS REGARDING THE 2015 TEPRATECASE Page 1 off

DQCKET no. E-01933A-15-0322 CONFIDENTIAL
April 25, 2016

AECC 13.1

Follow-up to TEP's Supplemental Response to AECC Data Request 5.3 .

a.

b.

c.

Please provide the total UNS Energy Senior Management Personnel total compensation

for the twelve month period preceding the date of the Fortis acquisition closing, separately

stating the following components if applicable: base salary, pension, SERP, post-

retirement benefits, medical/dental benefits, long-term incentive compensation, short-term

incentive compensation, and any other components. Please indicate the percentage of the

UNS Energy Senior Management Personnel total compensation allocable to TEP at the

time of Fortis acquisition closing.

Please provide the unadjusted total UNS Energy Senior Management Personnel total

compensation for the twelve months ended June 30, 2015, separately stating the following

components if applicable: base salary, pension, SERP, post-redrement benefits,

medical/dental benefits, long-term incentive compensation, short-term incentive

compensation, and any other components. Please indicate the percentage of the UNS

Energy Senior Management Personnel total compensation allocable to TEP.

Please provide TEP's proposed adjusted Senior Management Personnel total compensation

allocable to TEP, including the proposed 2% payroll increases for 2016 and 2017 and all

other proposed compensation-related adjustments, separately stating the following

compensation components if applicable: base salary, pension, SERP, post-retirement

benefits, medical/d tal benefits, long-term incentive compensation, short-term incentive

compensation, and any other components.

941

RESPONSE:

a. See attached file AECC 13.1 Sr. Mgmt Comp - Coniidentialxlsx

b. See attached tile AECC 13.1 Sr.Mgmt Comp - Confidentialxlsx

c. See attached file AECC 13.1 Sr.Mgmt Comp - Confidentiaixlsx

RESPONDENT:

Gabrielle Camacho / Georgia Hale

W ITNESS:

Frank Marino

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
TucsonElectric Power Company("TEP°' or the "Company")
UNS EnergyCorporation ("UNS")

UniSource EnergyServices ("UES")
UniSouurce EnergyDevelopmentCompany("UED")
UNSElectric, Inc. ("UNSElectric")
UNS Gas, INC. ("UmsG8S")
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET no. E-01933A-15-0322 it. al.

Mr. Pa.rce]l's Direct Testimony provides an estimate of the cost of capital ("COC") for
Tucson Electric Power Company ("'REP"). His COC recommendation is as follows:

Long-Tenn Debt
Common Equity

Total

Percent

51.31%
48.69%

100.00%

_ Cost

4.14%
9.2-9.5%

Recur__
2.12%
4..48-4.63%
6.60-6.75% (6.68% Midpoint)

Mr. Purcell uses TEP's actual test year June 30, 2015 values of capital structure and cost of
debt. This differs from TOP's proposal to use test year values adjusted for certain retirements of
debt beyond the end of the test year.

The primary difference between Mr. Pa.rce]l's COC recommendations and the
recommendation of TOP's COC witness (Ann E. Buckley) is the cost of common equity. Mr.
Purcell recommends a cost of equity of 9.2 percent to 9.5 percent whereas Ms. Buckley recommends
a 10.35 percent cost of equity.

Mr. Parcell's cost of equity recommendation is based upon his application of the following
three cost of equity models:

I

Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

8.6-9.2%
6.6-6.8%
8.5-9.5%

Mpoin t
8.9%
6.7%
9.0%

Mr. Pa.rce11's 9.2 percent to 9.5 percent cost of equity recornrnendation reflects the upper
end result of his DCF analyses and his CB analyses. His recommendation does not directly
incorporate the CAPM results, which are lower; however, the CAPM results are an appropriate
indicator of the continuing decline in the costs of capital, including the cost of equity.

Mr. Parcell's testimony also demonstrates that Ms. BucEkley's cost of equity analyses
overstates the cost of equity for electric utilities, including TEP. All of her analyses are shown to
upward bias the cost of equity at the current time.

Mr. Paxcell also provides a calculation of the Fair Value Rate Base Rate of Return. He
provides two options for the Fair Value Increment for REP __ 1) a zero percent return on the FVRB
increment, and 2) a 0.70 percent return on the FVRB increment. The values of the second option
are utilized by Staff Witness Ms. MMinaux to develop the Fair Value Rate of Return for TEP.
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Direct Testimony of David C. Purcell
Docket No. E-01933A-15-0522 et al.
Page 1

1 I NT RO DUCT I O N

2 Q.

3 A.

4

Please state your name, occupation, and business address.

My name is David C. Purcell. I am President and Senior Economist of Technical Associates,

Inc. My business address is 1503 Santa Rosa Road, Suite 130, Richmond, Virginia 23229.

5

6 Q.

7 A.

8

9

10

11

12

13

14

15

Please summarize your educational background and professional experience.

hold BA. (1969) and M.A. (1970) degrees in economics from Virginia Polytechnic Institute

and State University (Virginia Tech) and a M.B.A. (1985) from Virginia Commonwealth

University. I have been a consenting economist with Technical Associates since 1970. Shave

provided cost of capital ("COC") testimony in public utility ratelnnaking proceedings, dating

back to 1972. In connection with this, I have previously filed testimony and/or destiNed in

over 535 utility proceedings before more than 50 regulatory agencies in the United States and

Canada. I have previous Bled testimony and/or testified in more than 25 public utility

proceedings before this Commission, most on behalf of the Utilities Division Staff.

Attachment 1 provides a more complete description of my education and relevant work

1 6 experience.

17

18 Q.

19 A.

20

21

What is the purpose of your testimony in this proceeding?

I have been retained by the Arizona Corporation Commission ("Comlnission") Utilities

Division Staff ("StafF') to evaluate the COC aspects of the current Blind of Tucson Electric

Power Company ("'REP" "Compa.ny"). I have performed independent studies and amo r

22 making recommendations of the current COC for TEP. In addition, since TEP is a

23 subsidiary of Fortis, Inc. ("Fortis"), I have also evaluated this entity in my analyses.

24
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Direct Testimony of David C. Purcell
Docket No. E-01933A-15-0322 et al.
Page 2

x

Q.

A.

Have you prepared an exhibit in support of your testimony?

Yes, I have prepared one exhibit, made up of fifteen schedules, identified as schedule 1

through schedule 15. These schedules were prepared either by me or under my direction.

1

2

3

4

5

6

7

8

9

SUMMARY OF TESTIMONY AND RECOMMENDATIONS

Q. What are your recommendations in this proceeding?

A. My overall COC recommendation for TOP is shown on Schedule 1 and is summarized as

follows:

Item

Long-Tenn Debt
Common Equity

Total

%
51 .31 °/o
48.69%
100.00%

Cost
4. 14%

9.2-9.5%

Weighted
Cost

2.12%
4.48-4.63%
6.60-6.75%

(6.68°/o Midpoint)
1 0

Q.

A.

Please summarize your analyses and conclusions.

This proceeding is concerned with TEP's regulated electric utility operations in Arizona. My

analyses concern the Company's total COC. The Erst step in perfonnnimg these analyses into

develop the appropriate capital structure. TEP proposes use of its June 30, 2015 test year

(adjusted) capital structure. I use the Company's actual test year capital structure in my COC

analyses.

The second step in a COC calculation is to determine the embedded cost rate of debt. Fuse

TOP's actual test year 4.14 percent cost rate for long-term debt.

r

11

12

13

14

15

16

17

18

19

20

21

22

23

I

The third step in the COC calculation is to estimate the return on common equity ("ROE").

I employ three recognized methodologies to estimate TOP's ROE, each of which I apply to

two proxy groups of electric utilities.. These three methodologies and my Endings ate:
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Direct Testimony of David C. Purcell
Docket No. E-01933A-15-0322 et al.
Page 3

|

Methodology
Discounted Cash Flow ("DCF")
Capital Asset Pricing Model ("CAPM")
Comparable Earnings ("CE")

_ 1*"°8=
8.6%-9.2% (8.9% mid-point)
6.5%-6.8% (6.65% quid-point)
8.5%-9.5% (9.0% Enid-point)

1

2

3

4

Based upon these Endings, I conclude that TEP's ROE is within a range of 9.2 percent to 9.5

percent (9.35 percent mid-pol1nt), which is based upon the upper end of the ranges of the

results for the DCF and CE nlodels.' I recommend the mid-point of dais range, or 9.35

5 percent, as TEP's ROE.

6

7

8

Combining these three steps into the weighted COC results in an overall rate of return range

of 6.60 percent to 6.75 percent (6.68 percent mid-point which incorporates a 9.35 percent

9 ROES.

10

/ 11

12

13

14

I also show that TEP's witness Arm E. Hu ey has over-stated the Company's COC in her

10.35 percent ROE recommendation and 7.34 percent COC recommendation. Ms. Buckley's

risk-prernium and CAPM analyses are biased upward as a result of several improper

adjustments and data sources she employs.

15
I

16

17

18

19

20

Finally, I provide a calculation of the Fair Value Rate Base ("FvRlB") Rate of Return. I

provide two options for the Fair Value Increment for TEP - 1) a zero percent return on the

FVRB increment, and 2) a 0.70 percent return on the FVRB increment The values of the

second option are utilized by Staff Witness Ms. Mullinax to develop the Fair Value Rate of

Return for REP.

21

1 As I indicate in a later sedan, my ROE recommendation does not directly incorporate the CAPM results, which I
believe to be somewhat low at this time, relative to the DCF and CE results.
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1 ECONOMIC/LEGAL PRINCIPLES AND METHODOLOGIES

2 Q.

3

4 A.

5

6

7

What are the primary economic and legal principles that establish the standards for

detennnining a fair rate of return for a regulated utility?

Public utility rates are normally established in a manner designed to allow the recovery of

their costs, including capital costs. This is frequently referred to as "cost of service"

ratennaking. Rates for regulated public utilities tl:adition.a].ly have been primarily established

using the "rate base .- rate of return" concept Under this method, utilities are allowed to

8

9

1 0

recover a level of operating expenses, taxes, and depreciation deemed reasonable for rate-

setting purposes, and are grznnted an opportunity to cam a fair rate of return on the assets

utilized (Le rate base) in providing service to their customers.

1 1

1 2

13

1 4

15

The rate base is derived from the asset side of the utility's balance sheet as a dollar amount

and the rate of return is developed from the liabilities/owners' equity side of the balance

sheetas a percentage. Thus, the revenue impact of the COC is derived by multiplying the

rate base by the rate of return, including income taxes.

1 6

1 7

1 8

1 9

20

The rate of return is developed from the COC, which is estimated by weighting the capital

structure components @.e. debt, preferred stock, and common equity) by their percentages in

the capital structure and multiplying these values by their cost rates. This is also known as the

weighted COC.

2 1

22

23

24

25

26

Technically, "fair rate of return" is a legal and accounting concept that refers to an ex past

(after the fact) earned return on an asset base, while the COC is an economic and Financial

concept which refers to anex ante (before the fact) expected, or required, return on a capital

base. In regulatory proceedings, however, the two terms are often used interchangeably, and

Shave equated the two concepts in my testimony.



I
f ,J

4
w

Direct Testimony of David C. Parcel]
Docket No. E-01933A-15-0322 et al.
Page 5

1

2

3

4

5

From an economic standpoint, a fair rate of return is nominally interpreted to mean that an

efficient and economically managed utility will be able to its financial integrity,

attract capital, and have an opportunity to earn comparable returns relative to similar risk

investments. These concepts are derived &om economic and Bnancial theory and are

generally implemented using Rnancid models and economic concepts.

6

7

8

9

10

11

Although I am not a lawyer and I do not offer a legal opinion, my testimony is based on my

understanding that two United States Supreme Court decisions provide the controlling

standards for a fair rate of return. The first decision is Blueield Water Works and

Improvement Co. v. Public Serv. Comm'n of West Virginia, 262 U.S. 679 (1923). In this

decision, the Court stated:

12
13
14
15
16
17
18
19
2 0
2 1
22
23
2 4
25
26
27
28

The annual rate that will constitute just compensation depends upon many
circumstances and must be determined by the exercise of fair and enlightened
judgment, having regard to all relevant facts. A public utility is entitled to
such rates as will permit it to cam a return on the value of theproperty which
it employs for the convenience of the public equal to that generally being
made at the same time and 'm the same general part of the country on
investments in other business undertakings which are attended by
corresponding risks and uncertainties; but it has no constitutional right to
profits such as are realized or anticipated in highly profitable enterprises or
speculative ventures. The return should be reasonably sufficient to assure
confidence in the Financial soundness of the utility, and should be adequate,
under e£8c.ient and economical nnanageuuent, to maintain and support its
credit and enable it to raise the money necessary for the proper discharge of
its public duties. A rate of return may be reasonable at one time, and become
too high or too low by changes affecting opportunities for investment, the
money market, and business conditions generally.

29

30

31

32

33

It is generally understood that theBluedgld decision established the following standards for a

fair rate of ream: comparable earnings, Rancid integrity, and capital attraction. It also

noted that required returns change over time, and there is an underlying assumption that the

utility be operated efficiently.

34
i
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I

1

2

The second decision is Federal Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591

(1942). In that decision, the Coup stated:

3
4
5
6
7
8
9

10
11
12
13

and reasonable' rates, involves a balancing of the investor and consumer
. . . From the investor or company point of view it is important that

capital costs of the business. These include service on the debt and dividends
on the stock. By this standard the return to the equity owner should be
commensurate with returns on investments in other enterprises having
corresponding risks. That return, moreover, should be suf5Ec:ient to assure
confidence in the financial integrity of the enterprise, so as to maintain its
credit and to attract capital.

The rate-nnaldng process under the [Natural Gas] Act; i.e., the Exiting of 'just

interests
there be enough revenue not only for operating expenses but also for the

14

15

16

17

18

19

20

The three economic and financial parameters in the Qluetield and .H218 decisions -

comparable earnings, Enandal 'mtl-i8lity, and capital attraction - reflect the economic criteria

encompassed in the "opportunity cost" principle of economics. The opportunity cost

principle provides that a utility and its investors shod be afforded an opportunity (not a

guarantee) to earn a return commensurate with reruns they could expect to achieve on

investments of sinnuihar risk. The opportunity cost principle is consistent with the fundamental

premise on which regulation rests, namely, that it is intended to act as a surrogate for

competition.

23

24

25

26

27

28

I understand that because Arizona is a "Fair Value" state,Hope andBlue field do not set forth

the legal requirements applicable to determining fair rate of return in Arizona. In Simms v.

Round Valley Light & Power Company, 294 P.2d 378 (1956), the Arizona Supreme Court

took exception to application of the following principle in Arizona since the Constitution

mandates consideration of fair value:

29
30
3 1
32
33
34

"In the Hope case the court, in testing the reasonableness of rates fixed by the
Federal Power Commission under the Natural Gas Act, 15 U.S.CA. Section
717 et seq., after holding that Congress had provided no formula by which
just and reasonable rates were to be determined ruled that it was the Final
result reached and not the method used in reaching the result that was
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1
2
3

controlling and that it was unimportant to 'determine the various permissible
ways in which any rate base on which the return is computed might be arrived
2.t'."

4

5

6

7

8

9

My testimony does not advocate that the Commission ignore the Simms holding in this

regard, or the fair value of REP property, which it is required to consider under Article 15,

Section of the Arizona Constitution. Rather, I End the Hope andBlue field decisions can be

helpful in their discussion of comparable earnings, Financial integrity and capital attraction. I

note that TBP Witness Buckley also cites the Hope and Blueield cases as guidelines for

1 0 evaluating the COC for the Company.

1 1

1 2 Q .

13 A.

1 4

Is TEP requesting a "fair value" increment to this proceeding?

Yes, it is. TEP witness Buckley recommends a 5.64 percent fair value rate of return, which

includes a fair value increment return on 1.42 percent.

15

1 6 Q . How can the Bluefield and Hope parameters be employed to estimate the COC for a

1 7

1 8 A.

1 9

20

2 1

22

23

24

25

utility?

Neither the courts nor economic/Enancial theory has developed exact and mechanical

procedures for precisely determiiuing the COC. This is the case because the COC is an

opportunity cost and is prospective-looking, which dictates that it must be estimated.

However, there are several useful models that can be employed to assist in estimating the

ROE, which is the cupid structure item that is the most difficult to determine. These include

the DCF, CAPM CE and risk premium ("RP") methods. I have I10t directly employed a RP

model 'm my analyses although, as discussed later, my CAPM analysis is a form of the RP

methodology. Each of these methodologies will be described in more detail later iN my

26 testimony.

27
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1 GENERAL ECONOMIC CONDITIONS

2 Q. Are economic and financial conditions important in determining the COC for a public

3

4 A.

5

6

utility?

Yes. The COC, for both Fixed-cost (debt and preferred stock) components and common

equity, are determined 'm part by current and prospective economic and financial conditions.

At any given time, each of the following factors has an influence on the COC:

7

8

9

10

11

12

13

The level of economic activity @.e., growth rate of the economy);

The stage of the business cycle (i.e., recession, expansion, or

transition);

The level of inflation;

The level and trend of interest rates; and

Current and expected economic conditions.

14

15

16

17

18

My understanding is that this position is consistent with the Bluefield decision that noted "[a]

rate of return may be reasonable at one mc and become too high or too low by changes

affecting opportunities for investment, the money banker, and business conditions generally."

Blueield, 262 U.S. at 693.

19

20 Q.

21 A.

22

23

24

25

What indicators of economic and financial activity did you evaluate in your analyses?

I examined several sets of economic statistics from 1975 to the present I chose this time

period because it permits the evaluation of economic conditions over four full business

cycles, allowing for an assessment of changes in long-tenn trends. Consideration of

economic/Hnancial conditions over a relatively long period of time allows me to assess how

such conditions have had impacts on the level and trends of the COC. This period also
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1

2

approximates the beginning and continuation of active rate case activities by public utilities,

which generally began in the mid-19'70s.

3

4

5

6

7

8

A business cycle is commonly defined as a complete period of expansion (recovery and

growth) and contraction (recession). A full business cycle is a useful and convenient period

over which to measure levels and trends in 1ong~ter1n capital costs because it incorporates the

cyclical (i.e., stage of business cycle) influences and, thus, permits a comparison of structural

(or long-term) trends.

9

1 0 Q.

1 1 A.

Please describe the timeframes of the four prior business cycles and the current Cycle.

The four prior complete cycles and current cycle cover the following periods:

1 2

Business Cycle

1975-1982
1982-1991
1991-2001
2001-2009

Current
Source: National Bureau of Economic Research, "Business Cycle

Expansions and Cont;ractions.2

Expansion Cy_c.1e
Mat. 1975-Ju1y 1981
Nov. 1982-July 1990
Mar. 1991-Mat. 2001
Nov. 2001-Nov. 2007
July 2009-

Contraction Period

Aug. 1981-0ct. 1982
Aug. 1990-Mar. 1991
Apr. 2001-Nov. 2001
Dec. 2007-June 2009

13

1 4 Q.

1 5

1 6 A.

1 7

1 8

1 9

Do you have any general observations concerning the recent trends in economic

conditions and their impact on capital costs over this broad period?

Yes, I do. From the early 1980s until the end of 2007, the United States economy had

enjoyed general prosperity and stability. This period had been characterized by longer

economic expansions, relatively tame contractions, low and declining inflation, and declining

interest rates and other capital costs.

20

2http: / Iyvww.nber.org/_cvcles Icycles_1nai1;J1tml.
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1

1

2

3

4

However, in 2008 and 2009, the economy declined significantly, as a result of the

2007 collapse of the "sub-prime" mortgage market and the related liquidity crisis in the

Financial sector of the economy. Subsequently, this Financial crisis intensified with a more

broad-based decline which resulted in a dralnnatic decline in the U.S. EinaxuCiad sector, as well as

5 many other components of the economy.

6

7

8

9

10

This decline has been described as the worst Financial crisp since the Great Depression and

has been referred to as the "Great Recession." Beginning in 2008, the U.S. and other

governments implemented unprecedented actions to attempt to correct or minimize the

scope and effects of this recession.

1 1

12

13

14

15

The recession reached its low point in mid»2009, when the economy b=s2»H to expand again,

although at a slow and uneven rate. However, the length and severity of the recession, as well

as a relatively slow and uneven recovery, indicate that the impacts of the recession have been

and will be felt for an extended period of time.

16

17 Q. Please describe recent and current economic and tinanciarl conditions and their

18 impact on the COC.

19

20

21

22

23

One impact of the Great Recession has been a reduction in actual and expected investment

returns and a corresponding reduction in the COC. This decline is evidenced by a decline in

both short-tenn and long-tenn interest rates and the expectations of investors and is reflected

in ROE model resits (such as DCF, CAPM and CE). Regulatory agencies throughout the

U.S. have recognized the decline in capital costs by authorizing lower ROEs for regulated

24

25

A.

utilities.
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1 Schedule 2 shows several sets of relevant economic and Financial statistics for the cited time

2 t

I

i

3

periods. Pages 1 and 2 contain general macroeconomic statistics; pages 3 and 4 show interest

rates; and pages 5 and 6 contain equity market statistics.

4

5

6

7

8

9

10

Pages 1 and 2 show that in 2007 the economy entered a significant decline, as indicated by the

growth in real @.e., adjusted for inflation) Gross Domestic' PrOduct ("GDP"), industrial

production, and an increase in the unemployment rate. This recession lasted until mid-2009,

making it a longer-than-nornnal recession, as well as a much deeper recession. Since then,

economic growth has been somewhat erratic and the economy has grown slower than in the

prior expansions . i

»

11

12

13

14

15

16

17

18

Pages 1 and 2 also show the rate of inflation. As reflected in the Consumer Price Index

("CPI"), for example, inflation rose significantly during the 1975-1982 business cycle and

reached double-digit levels in 1979-1980. The rate of inflation has declined substantially since

1981. Since 2008, the CPI has been 3 percent or lower, with 2013 being only 1.5 percent and

2014-2015 being below 1 percent. It is thus apparent that the rate of inflation has generally

been declining over the past several business cycles. Recent and current levels of inflation are

at the lowest levels of the past 35 years, which is reflective of lower capital costs.3

19

20 Q . What have been the trends 'm interest rates over the four prior business cycles and at

21 the current mc?

22 A.

23

24

Pages 3 and 4 of Schedule 2 show several series of interest rates. Both shop-term and long-

term rates rose sharply to record levels in 1975-1981 when the inflation rate was high.

Interest rates have declined substantially in conjunction with inflation since the early 1980s.

a The rate of inflation is one component of interestrate expectations of investors, who generally expect to receive a
return inexcess of the rate of inflation. Thus, alower rate of inflation has a downwardimpact on interest rates andother
capital costs.
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1

2

3

4

5

6

7

8

9

From 2008 to late 2015, the Federal Reserve System ("Fede1:al Reserve") maintained the

Federal Funds rate fie., shop-term interest rate) at 0.25 percent, an all-time low. The Federal

Reserve raised it slightly to 0.50 percent in Decelnnber of 2015. The Federal Reserve also

purchased U.S. Treasury securities to stimulate the economy As seen on page 4 of Schedule

2, both U.S. and corporate bond yields have declined to their lowest levels in the past four

business cycles and in more than 35 years. Even with the 2013-2014 "tapering" and eventual

ending of the Federal Reserve's Quantitative Easing program, interest rates have remained

low; Currently, both government and corporate lending rates remain at historically low levels,

again reflective of lower capital costs. I

1 0

1 1 Q. What does llhis schedule show for trends of common share prices?

1 2 A.

13

1 4

1 5

1 6

1 7

18

1 9

20

Pages 5 and 6 of Schedule 2 show several series of common stock prices and ratios. These

indicate that stock prices were essentially stagnant during the high inflation/high interest rate

environment of the late 1970s and early 1980s. The 1983-1991 business cycle and the more

recent cycles witNessed a significant upward trend in stock prices. The beginning of the

recent Financial crisis saw stock prices decline precipitously, as stock prices in 2008 and early

2009 were down significantly from peak 2007 levels, reflecting the Financial/economic crisis.

Beginning in the second quarter of 2009, prices recovered substantially and ultimately reached

and exceeded the levels achieved prior to the "crash". On the other hand, recent equity

markets have been somewhat volatile.

2 1

4 This is refereed to as Quantitative Easing, in which the Federal Reserve initially purchased same $85 billion of U.S.
Treasury Securities per month 'm order to stimulate the economy. The Federal Reserve eventually "tapered" its puxclmase
of U.S. Treasury securities thxougn October2014,at which time Quantitative E/asing oded.
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1 Q. What conclusions do you draw from your discussion of economic and financial

2 conditions?

3 A.

4

5

6

Recent economic and Financial circumstances have differed from any that have prevailed

since at least the 1930s. The late 2008-early 2009 deterioration in stock prices, the decline in

U.S. Treasury bond yields, and an increase in corporate bond yields were evidenced in the

then-evidmt "Eight to safety." Concurrently, there was a decline in capital costs and returns,

7

8

which sigNificantlyreduced the value of most retirement accounts, investment portfolios and

other assets. One significant aspect of this has been a decline in investor expectations of

9

10

11

12

13

14

remrns,5 even with the return of stock prices to levels achieved prior to the "crash". This is

evident in several ways: 1) lower interest rates on bunk deposits; 2) lower interest rates on

U.S, Treasury and corporate bonds; 3) lower increases in Social Security cost of living

benef1ts;° and 4) lower authorized ROEs by regulatory commissions. Finally, as noted above,

utility bond interest rates are currently at levels below those prevailing prior to the financial

crisis of late 2008 to early 2009 and are near the lowest levels in the past 35 years.

15

16 Q. How do these economic/iimancial conditions impact the determination of a ROE for

17

18 A.

19

20

21

22

regulatedutilities?

The COC for regulated utilities has declined in recent years. For example, the current interest

costs that utilities pay on new debt remain near the low point of the last several decades. In

addition, the results of the traditional ROE models (i.e., DCF, CAPM and CE) are lower than

was the case prior to the Great Recession. In light of this, it is not surprising that the average

ROE authorized by state regulatory agencies have declined and continue to decline through

23
24

2015, as follows:

5 See, for example, Kip]inger's Personal Finance, "Investors Brace for Squaller Gains, Focus on Long-Term," August 30,
2015.
6The 2015 increase in Social Security benefits was 1.70 percent - near an all-time record. There is no increase in 2016
SocialSecurity benefits.
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F

Year
2012
2013
2014
2015

E1ectric7
10.01 %
9.94%
9.76%
9.58%

Natural Gas

9.94%
9.68%
9.78%
9.60%

1

TEP 'S  OP ERATIONS  AND RIS KS

Q . Pleas e  des cribe  TEP.

A. TEP, the applicant in dais proceeding, serves approximately 414,000 customers in the Tucson

metropolitan area of Arizona. TEP, and its sister company (UniSource Energy Services

which owns UNS Electric and UNS Gas) are subsidiaries of UNS Energy. UNS Energy, and

all of its utility subsidiaries, were acquired by Fortis in August of 2014.

Q.

A.

Please describe Fords, Inc.

Fortis is the largest investor-owned electric and gas distribution utility in Canada. Fortis owns

se=v»e1:n1 U.S. and Canadian us]ill:ies:

O

o

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

UNS Eflédfgy

Central Hudson Gas 8: Electric

Fortis BC

Fortis Alberta

Easter Canada Electric Utilities

Newfoundland Power

Maritime Electric

Fortis Ontario

Caribbean Utilities

o

7 Average ROE values for electric utilities exclude Vrginia surcharge/rider gruacration cases that incorporate plan-specific
ROE premiums. See Re8datory Research Associates,RegullatoryFocus,January 14,2016, page 1 .
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1 Fortis also owns non-regulated hydroelecnic generation assets in Canada, Belize and upstate

2 Ne w York.

3

4 Q.

5

6 I
7

A.

What axe the current security radmgs of TEP?

TEP's current securityratings are as follows:

ASMoody's

Standard & Poor's BBB+

8 (Source: Response to STF 15-11).

9

1 0 Q-

11 A.

What has been the trends ofTEn's security ratings?

This is shown on Schedule 3. As this indicates, TOP's security ratings have increased twice,

12 by both Moody's and S&P, since 2011.

13

1 4 Q. Were there any Rancid integrity implications for TEP as a result of the Fortis

15

1 6 A.

acquisition?

Yes, there were. On October 28, 2014, Standard 8: Poor's raised TEP's ratings to BBB+

1 7 from BBB. S&P noted:

"The upgrade reflects our view that parent UNS Energy Corp. (UNS) is a
'moderately strategic' subsidiary of Fortis and therefore subsidiary Tucson
Electric Power Co.'s (TBP) issuer credit rating can be raised one notice, while
its ratings remain one notch below Fortis issuer credit rating"

1 8

1 9
2 0
2 1
2 2
23
2 4
25
2 6
2 7

"We coda downgrade TEP if parent Fortis is downgraded."

28

29

This indicates that, although TOP's securities were upgraded as a result of the Fortis

acquisition, its ratings remain dad to those of Fortis.

30
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9

1 Q. Have there been any recent developments that relate to this relationship?

2 A. Yes. On February 10, 2016, S&P placed TEP's seclmlty ratings "outlook" on "neg~ative".

3 S8cP stated:

Tucson Electric Power Co.'s ultimate parent Fortis Inc. announced its
planned acquisition of utility holding company ITC Holding Corp. and on
Feb. 9, 2016, we revised the outlook on Fortis to negative from stable. We
maintain our w`ew of Tucson Electric as a moderately strategic subsidiary of
Fortis.

We are affirming the ratings on Tucson Electric, including the 'BBB+' issuer
credit rating and 'BBB+' senior unsecured debt rating, and revising the
outlook to negative from stable.

4
5
6
7
8
9

10
11
12
13
1 4
15
16
17
18
19
2 0

The negative. outlook reflects the possibility that we could downgrade Fortis
by up tO one notch on its ITC acquuldtion. This reflects execution and
integration risks, as well as the probability that consolidated Financial measures
could weaken because of increased consolidated debt &om the acquisition's

21 Q.

22

23 A.

24

Do the above actions by Standard 8: Poor's have any relevance to the "conditions"

agreed to by Fortis in connection with the acquisition of UniSource and TEP?

There are potentially some implications of the possible downgrades of Fortis and TEP

securities in connection with the proposed acquisition of the ITC Holdings Corp.

25

26 Q.

27 A.

28

29

30

Please eultplain why this is the case.

It is my understanding that, in connection with the acquisition of UniSource (and REP) by

Fortis, one of the "conditions" agreed to by the parties was that no future acquisition by

Fords would have a material adverse impact on UniSource (and by implication TBP). This

was cited as "Condition 10" in Attachment A of the Settlement Agreement that was approved

31 by the Commission in Decision No. 74689.

32
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1

2

3

4

As cited above in the S&P report, the pending acquisition of ITC Holdings by Fords has

resulted in both Fortis and TEP being placed on "negative" credit-watch with the potential

for a downgrade. I note that no downgrade has occurred as of this time. Should a

downgrade occur, there may be some relevant implications of the "Condition 10".

5

6

7

Shoed a downgrade to TEP's securities occur in the future, as the result of Fortis' acquisition

of ITC Holdings or any other entity, the Staff shod reserve the right to comment on

whether Nhis would result in a material adverse impact.8

9

1 0 CAP ITAL S TRUCTURE AND CO S T O F  DEBT

1 1 Q . What is the importance of determining a proper capital structure in a regulatory

1 2 framework?

13

14

A.

1 5

16

A us]ity's capital structure is important because the concept of rate base ._ rate of return

regulation requires the capital structure to be utilized in estimating the total COC. Widmin this

Eramework, it is proper to ascertain whether the us]ity's capital structure is appropriate

relative to its level of business risk and relative to other utilities.

1 7

18

19

20

2 1

22

23

24

25

As discussed in Section III of my testimony, the purpose of deternuiniing the proper capital

structure for a utility is to ascertain its capital costs. The rate base .__ rate of return concept

recognizes the assets employed in providing utility services and provides for a return on these

assets by identifying the liabilities and common equity (and their cost rates) used to Finance

the assets. In this process, the rate base is derived 8:0111 the asset side of the balance sheet

and the COC is derived from the liabilities/owners' eq1.ulty side of the balance sheet. The

inherent assumption in this procedure is that the dollar values of the capital structure and the

rate base are approximately equal and the former is utilized to Finance the latter.

26

I
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s

1

2

3

4

The common equity ratio @.e. the percentage of common equity in the capital structure) is the

capital structure item which normally receives the most attention. This is the case because

common.equity: (1) usually commands the highest cost rate; (2) generates associated income

tax liabilities; and (3) causes the most controversy since its cost cannot be precisely

determined.

Q. What are the historic capital structure ratios of TEP?

5

6

7

8

9

10

A. I have examined the historic (2011-2015) capital structure ratios of TOP. See Schedule 4,

page 1. TEP's common equity ratios have been:

2011
2012
2013
2014
2015

Equity
35.2%
35.3%
37.6%
41.8%
49.2%

Debt
64.8%
64.7%
62.4%
58.2%
50.8%

It is apparent that TEP has substantially increased its equity ratio over the past Eve years.

11

12

13

14

15

Page 2 of Schedule4 shows the capital structure ratios of Fortis over tints same period:

2011
2012
2013
2014
2015

Eqww
34.7%
35.0%
34.8%
34.4%
36.8%

Debt/Preferred
65.3%
65.0%
65.2%
65.6%
64.2°/o

16

17

18

These equity ratios are somewhat lower than those of TEP.
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1.Q_

2

3

4

5
I

A.

How do these capital structures compare to those of investor-owned electric utilities?

Schedule 5 shows the common equity ratios (including shop-term debt in capitalization) for

the groups of electric and combination electric utilities followed by AUS Utility Reports.

Theseare:

Year Electric
2011 47%
2012 47%
2013 48%
2014 47%
2015 _ 517% _
(Source: AUS Utility Reports)

Combination Gas
And Electlic
46%
46%
47%
47%
47%

I

I

6

These ¢<1\=1l1y ratios are lower than those of TEP.7

8
I

9 Q.

10

11

A.

What capital structure has TEP requested in this proceeding?

TEP requests use omits adjusted test year capital structure as ofjune 30, 2015:

Capital Item
Long-Tenn Debt
Common Equity

Percent
49.97%
50.03%

Q.

12

13

14

15

16

17

18

A.

The actual test period capital structure is adjusted for the retirement of two sets of bonds.

What capital structure do you propose to use in this proceeding?

I have used TEP's actual test year June 30, 2015 capital structure. The Staffs long-stan

policy is to rely upon actual test year figures and to not generally incorporate out-of-period

adjustments.
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1

1 Q.

2 A.

3

Does your proposed capital structure include short-term debt?

No, it does not. I nonnnally prefer to include shop-tennn debt 'm capitalization for COC

estimation. However, as Schedule 4 indicates, TEP has not employed short-term debt in

4 recent years.

5

6 Q-

7 A .

8

9

What is the cost rate of debt in the Company's application?

TOP's Blind requests a cost of long term debt of 4.32 percent, which is the Compatly's cost

rate at June 30, 2015 (also adjusted for retirements). I use the actual test year ]ume 30, 2015

.rate in my COC analyses (4.14 percent).

1 0

1 1 Q.

1 2 A.

13

1 4

1 5

1 6

Can the ROE be determined with the same degree of precision as the cost of debt?

No. The cost rates of debt are largely determined by interest payments, issue prices, and

related expenses. The ROE, on the other hand, cannot be precisely quantized pzimaltily

because this cost is an opportunity cost. As mentioned previously, there are several models

that can be employed to estimate the ROE. Three of the primary methods ._ DCF, CAPM,

and CE ... are developed in the following sections of my testimony.

1 7

18 SELECTION OF PROXY GROUPS

1 9 Q.

20 A.

2 1

22

How have you estimated the ROE for TEP?

TEP is not a publicly-traded company. Consequently, it is not possible to directly apply ROE

models to TEP. However, in COC analyses, it is customary to analyze groups of comparison,

or "proxy," companies as a substitute for TEP to determine its ROE.

23

24

25

I have accordingly selected two groups for comparison to TEP. I selected one group of

electric utilities sinuilzu: to TEP and UNS Energy (prior to acquisition) using the criteria listed

26 on Schedule 6. These criteda are as follows:
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1

2

(1)

(2)

(5)

(4)

(5)

(6)

(7)

(8)

Market cap of $5 billion or less;

Electric revenues 50% or greater;

Common equity ratio 40% or greater;

Value Line Safety rank of 1, 2, or 3;

Standard 8: Poor's ("S&P") stock ranldng of A or B;

S8cP and Moody's bond ratings of A or BBB;

Currently pays dividends; and,

Not involved in major merger or acquisition.

3

4

5

6

7

8

9

10

11

In addition, I have conducted studies of the ROE for the electric utilities proxy group that

was selected by TEP witness Buckley.

Q.

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Please explain why you are using two proxy groups in your ROE analyses.

It has long been my practice to develop my own independently-determined proxy group and

to also conduct ROE analyses on the utility witness' proxy group. My concluNons and

recommendation, in turn, are based upon the results of both proxy groups.

DISCOUNTED CASH FLOW ANALYSIS

Q. What are the theory and methodological bases of the DCF model?

A. The DCF model is one of the oldest and most commonly-used models for estimating the

ROE for public utilities. The DCF model is based on the "dividend discount model" of

Financial theory, which maintains that the value (price) of any security or commodity is the

discounted present value of all future cash Hows.

A.

The most common variant of the DCF model assumes that dividends are expected to grow at

a constant rate (the "comMit grovvtih" or "Gordon DCF model"). In this framework, the

ROE is derived from the following fionnula:
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1

2

3

4

5

where' P = current price

D = current dividend rate

6

7

K = discount rate (COC)

g = constant rate of expected growth

8

9

10

11

This formula essentially recognizes that the return expected or required by investors is

comprised of two factors: the dividend yield (current income) and expected growth in

dividends (future income).

12

13 Q. Please explain how you employ the DCF model.

14 A.

15

16

I use the constant growt&1 DCF model. In doing so, I combine the current dividend yield for

each of the proxy electric utility stocks described in the previous section with several

indicators of expected dividend growth.

17

18 Q.

19 A.

20

21

22

How did you derive the dividend yield component of the DCF equation?

Several methods can be used to calculate the dividend yield component These methods

generally differ in the manner in which the dividend rate is employed @.e., current versus

future dividends or annual versus quarterly compounding variant). I believe the most

appropriate dividend yield component is a quarterly version, which is expressed as follows:

23

Yield .
n0(1 + 0-58)

9024

25
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1 This dividend yield component recognizes the timing of dividend payments and dividend

2 increases.

3

4

5

The Pain my yield calculation is the average of the high and low stock price for each proxy

company for the most recent three month period (February-April 2016). The Do is the

6 current annualized dividend rate for each proxy company.

7

8 Q.

9 A.

10

11

12 1

;

13

14

15

16

How do you estimate the dividend growth component of the DCF equation?

The DCF model's div idend growth rate component is usually the most crucial and

controversial element involved in using this methodology. The objective of estimating the

dividend growth component is to reflect the growth expected by investors that is embodied

in the price (and yield) of a con:1pany's stock. As such, it is important to recognize that

individual investors have different expectations and consider alternative indicators in deriving

their expectations. This is evidenced by the fact that every investment decision resulting in

the purchase of a particular stock at a particular price is matched by another investment

decision to sell that stock at the same price.

17

18

19

20

21

22

A wide array of indicators exists for estimating investors' grovvtih expectations. As a result, it

is evident that investors do not always use one single indicator of growth. It therefore is

necessary to consider alternative dividend growth indicators in deriving the growth

component of the DCF model. I have considered Eve indicators of growth in my DCF

analyses. These are:

23

24 1 . Years 2011-2015 (5-year average) eaumings retention, or fundamental growth

25 (per Value Line);

-lllllll IIIII
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1

1 2.

2

3

4

5 4.

Five-year average of historic growth in eamniutmgs per share (EPS), dividends

per share (DPS), and book value per share (BVPS) (per Value Line);

Years 2016, 2017 and 2019-2021 projections of earnings retention growth (per

Value Line);

Years 2012-2014 tO 2019-2021 projections of Eds, Das, 2nd BVPS (per

6

7 5.

Value Line); and,

Five-year projections of EPS growth (per First Call).

8

9

10

1 1

12

13

14

I believe this combination of grofwtlh indicators is a representative and appropriate set with

which to belgian the process of estimating investor eurpectations of dividend growth for the

groups of proxy companies. I also believe that these growth indicators reflect the types of

iniionnation thacinvesnors conddeicinnnakiang&&Mtvwmmtdeddons. As l indicated

previously, investors halve an array of in£o1:mation available to idaenu,all of which woad be

expected to have some impact on their decision-making process.

15

16 Q. Please describe your DCF calculations.

17 A.

18

19

20

Schedule 7 presents my DCF analyzE. Page 1 shows the calculation of the "raw" (Le. prior to

adjustment for growth) dividend yield for each proxy company. Pages 2 and 3 show the

growth rates for the groups of proxy companies. Page 4 shows the DCF calculations, which

are presented on several bases: mean, medians, low and high values. These resits can be

21 summarized as follows:

22

Purcell Proxy Group
Buckley Proxy Group

Mean
8.0%
7.8%

_Median
8.0%
7.7%

Mean
Lowa
6.9%
6.7%

Mean
High'
9.2%
8.9%

Median
Low"
6.8%
7.0%

Median
I;]'j.gh10

9.0%

8.6%

B

g

Udng °111y the lowest grovrtahrate.
Us ing only the highest growling rate.

3 .

I Illll l
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I note that the individual DCF calculations shown on Schedule 7 should not be interpreted to

reflect the expected COC for individual companies 'm the proxy groups; rather, the individual

values shown should be interpreted as alternative information considered by investors.

Q. What do you conclude from your DCF analyses?

A. The DCF rates resulting from the analysis of the proxy groups fall within a range between 6.9

percent and 9.2 percent. The highest DCF rates are 8.6 percent to 9.2 percent (8.9 percent

mid-point). I believe 9.2 percent represents the current DCF-derived ROE for the proxy

groups. I recommend a cost of equity of 9.2 percent for TEP, which focuses on the upper

end of the DCF range. I focus on the higher DCF results since recent financial conditions

have had the effect of driving many of the DCF results to low levels relative to those of

recent years. As such, my recommendation can be viewed as conservative.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Q.

A. CAPM was developed in the 1960s and 1970s as an extension of modern portfolio theory

("M1P'I"'), which sMdies the relationships among risk, divasiication, and expected returns.

The CAPM describes and measures the relationship between a security's investment risk and

its market rate of return.

CAPITAL ASSET PRICING MODEL <"cApM") ANALYSIS

Please describe the theory and methodological basis of the CAPM.

17

18

19

20

21 Q.

22- A.

How is the CAPM derived?

The general form of the CAPM is:

23

24

25

26

K = Rf +B(Rm - Rf)

l ull l l

J
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U

1

2

where: K : cost of equity

Rf : risk free rate

3

4

Rm : return OD market

5

6

15 = beta

Rm-Rf = market riskpremium

7

8

9

1 0

The CAPM is a variant of the RP method. I believe the CAPM is generally superior to the

simple RP method because theCAPMspecifically recognizes the risk ofa particular company

or industry @.e., beta), whereas the simple RP method assumes the same .ROE for all

companieselslihibiting similar bond or other characteristics.

1 1

12 Q-

13

1 4

A.

15

1 6

1 7

What value do you use for the risk-free rate?

The Erst input of the CAPM is the risk-free rate (Rf). The risk~free rate reflects the level of

return that can be achieved without accepting any risk.

In CAPM applications, the risk-free rate is generally recognized by use of U.S. Treasury

securities. Two general types of U.S. Treasury securities ate often utilized as the Rf

component: shop-term U.S. Treasury bills and long-term U.S. Treasury bonds.

18

1 9

20

2 1

22

I have performed CAPM calculations using the three-month average yield (February-April

2016) for 20-year U.S. Treasury bonds. I use the yields on long-term Treasury bonds since

dais matches the long-term perspective of ROE analyses. Over this three month period,

these bonds had an average yield of 2.23 percent.

23

Q. What is beta and what betas do you employ in your CAPM?24

25

26

A. Beta is a measure of the relative volatility (and thus risk) of a particular stock in relation to the

overall market. Betas less than 1.0 are considered less risky than the market, whereas betas

I Ill
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I

2

greater than 1.0 are more risky. Utility stocks traditionally have had betas below 1.0. I utilize

the most recent Value Line betas for each company in the proxy groups.

Q. How do you estimate the market risk premium component?

3

4

5

6

7

8

A. The market risk premium component (R.=,~R9 represents the investor-expected premium of

common stocks over the risk-&ee rate, or long-term government bonds. For the purpose of

estimating the market risk premium, I considered alternative measures of returns of the S&P

500 (a broad~based group of large U.S. companies) and 20-year U.S. Treasury bonds @.e.,

same time&ame as sources used to develop risk premiums).
|

First, I compared the actual annual ROEs of the S8cP 500 with the actual annual yields of

U.S. Treasury bonds. Schedule 8 shows the ROE for the S&P 500 group for the period

1978-2014 (all available years reported by S&P). This schedule also indicates the annual yields

on 20-year U.S. Treasury bonds and the annual differentials @.e. risk premiums) between the

S8cP 500 and U.S. Treasury 20-year bonds. Based upon these returns, I conclude that the risk

premium &om this analysis is 6.85 percent.

9

10

11

12

13

14

15

16

17

18

19

20

21

22

I next considered the total reams lie. dividends/interest plus capital gains/losses) for the

S8cP 500 group as well as for long-term (i.e., 20-year) government bonds, as tabulated by

Morningstar (formerly lbbotson Associates), using both aritllnmetic and geometric means. I

considered the total returns for the entire 1926-2014 period, which are as follows:

Arithmetic
Geometric

S &P  500
12.1%
10.1%

L-T Gov 'tBonds
6.1%
5.7%

Risk Premium
6.0%
4.4%

23

»
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9

1

2

3

4

5

6

I conclude &om this analysis that the expected risk premium is about 5.75 percent @.e.

average of all three risk premiums (6.85 percent from Schedule 8; 6.0 percent arithmetic and

4.4 percent geometric from Morningstar). I believe that a combination of atithnnetic and

geometric means is appropriate since investors have access to both types of means and

presumably, both types are reflected in investment decisions and thus, stock prices and the

ROE.

7

8 Q.

9 A.

What are your CAPM results?

Schedule 9 shows my CAPM calculations. The results are:

1 0

Purcell Proxy Group
Buckley Proxy Group

Mean
6.7%
6.5%

Median
6.8%
6.7%

1 1

1 2 Q.

13 A.

1 4

What is your conclusion concerning the CAPMROE?

The CAPM results collectively indicate a ROE of 6.5 percent to 6.8 percent for the group of

proxy utilities. I conclude that an appropriate CAPM ROE estimation for TEP is 6.8 percent.

1 5

1 6 COMPARABLE EARNINGS ANALYSIS

1 7 Q.

1 8 A.

1 9

20

2 1

Please describe the basis of the CE methodology.

The CE method is derived from the "corresponding risk" concept discussed in the Blueield

andHope cases. This method is thus based upon the economic concept of opportunity cost:

As previously noted, the ROE is an opportunity cost the prospective return available to

investors from alternative investments of similar risk.

22

xo For trample, Value Line uses compound (i.e., geometric) growth rates 'm its projection In addition, mutual funds
report growth rates on a compound basis.

Lu
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1

2

\

4 i
_

3

The CE method is designed to measure the returns expected to be earned on the original cost

book value of similar risk enterprises. Thus, it provides a direct measure of Ere fair return,

since it translates into practice the competitive principle upon which regulation rests.

4

5

6 1

7

8

9

1 0

1 1

The CE method normally examines the experienced and/or projected return on book

common equity. The logic for examining returns on book equity follows from the use of

original cost rate base regulation for public utilities, which uses a utility's book common

equity to determine the COC. This COC is, in mm, used as the fair rate of return which is

then applied (multiplied) to the book value of rate base to establish the dollar level of capital

costs to be recovered by the utility. This technique is thus consistent with the rate base-rate

of return methodology used to set utility rates.

12

E
1 1 3 Q. How do you apply the CE methodology in your analysis of TEP's ROE?

14 A.

15

1 6

1 7

1 8 a

19

20

2 1

I apply the CE methodology by examining realized ROEs for the groups of proxy electric

companies, as well as unregulated companies, and evaluating investor acceptance of these

returns by reference to the resulting market-to-book ratios ("M/B"). In this manner it is

possible to assess the degree to which a given level of return equates to the COC. It is

generally recognized for utilities that M/B of greater than one (i.e. 100 percent) reflects

situation where a comply is able to attract new equity capital without dilution (Le. above

book value). As a result, one objective of a fair ROE is the maintenance of stock pica at or

above book value. There is no regulatory obligation to set rates designed to madaM a M/B

22 significantly above one.

23

24

25

I further note that my CE analysis is based upon market data (through the use of M/B) and is

thus essentially a naaxket test. As a result, my CE analysis is not subject to the criticisms
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I

1

2

occasionally made by some who maintain that: past ROEs do not represent the COC. In

addition, my CB analysis also uses prospective returns and thus is not backward looking.

3

4 Q. What time periods do you examine in your CE analysis?

5 A.

6

7

8

9

10

11

My CE analysis Erst considers the experienced ROEs of the proxy groups of utilities for the

period 2002-2015 (Le. the last fourteen years). The CE analysis requires that I examine a

relatively long period of mc in order to determine trends in earnings over at least a full

business cycle. Further, in estimating a fair level of return for a future period, it is important

to examine earnings over a diverse period of time in order to avoid any undue influence from

unusual or abnoinnual conditions that may occur in a single year or shorer period. Therefore,

in forming my judgment of the current ROE, I focused on two periods: 2009-2015 (the

12 I ha ve  a ls o

13

current business cycle) and 2002-2008 (the most recent business cycle).

considered projected ROEs for 2016, 2017 and 2019-2021,

14

15 Q.

16 A.

17

Please describe your CE analysis.

Schedules 10 and 11 contain summaries of experienced ROEs for three groups of companies,

while Schedule 12 presents a risk comparison of utilities versus unregulated Eras.

18

19 Schedule 10 shows the ROEs and M/B for the groups of proxy utilities. These can be

20 summarized as follows:

21

M
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Parcels
Proxy Group

Buckley
Proxy Group

8.2-8.6%
8.1-8.4%

8.0-8.8%
8.2-8.6%

Histodc ROE
Mean
Median

Historic M/B
Mean
Medians

Prospective ROE
Mean
Median

126-142%
128-136%

126-139%
128-134%

8.4-9.2%
8.3~9.0%

8.5-9.3%
8.8-9.3%

'These results indicate that historic ROEs of 8.0 percent to 8.8 percent have been adequate to

produce M/Bs of 126 percent to 142 percent for the groups of utilities. Furtiberrnore,

projected returns on equity for 2016, 2017 and 2019-2021 are within a role of 8.3 percent to

9.3 percent for the utility groups. These relate to 2015 M/Bs of 150 percent or greater.

Q-

A.

Do you also review the ROEs of unregulatedElnrxs?

Yes. As an alternative, I also examine the S&P's 500 Composite group. This is a well-

recognized group of Ernns that is widely utilized in the investment community and is

indicative of the competitive sector of the economy. Schedule 11 presents the earned ROEs

and M/Bs for the S8;P 500 group over the past thirteen years (i.e., 2002-2014). As this

schedule indicates, over the two business cycle periods, this group's average ROEs ranged

Eros 12.4 percent to 15.6 percent; with average M/B ranging between 220 percent and 275

percent.

Q.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

A.

How can the above information be used to estimate TEns ROE?

The recent ROE of the proxy utilities and S&P 500 groups can be viewed as an indication of

the level of return realized and expected in the regulated and competitive sectors of the

economy. In order to apply these returns to the required ROE for the proxy utilities,

however, it is necessary to compare the risk levels of the electric utilities and the competitive



Ill I I I I

1.
I

4Direct Testimony of David C. Parcels
Docket No. E-01933A-_5-0322 et al.
Page 32

4+

1

2

3

companies. I do tduis in Schedule 12, which compares several risk indicators for the S&P 500

group and the electric utility groups. The information in Schedule 12 indicates that the S&ip

500 group is more risky than the electric utility proxy groups.

4

5 Q.

6 A.

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

What ROE is indicated by your CE analysis?

Based on recent ROEs and M/Bs, my CE analysis indicates that the ROE for the proxy

utilities is no more than 8.5 percent to 9.5 percent (9.0 percent rid~point). Recent ROEs of

8.0 percent to 8.8 percent have resulted in M/Bs more than 125 percent. Prospective ROEs

of 8.3 percent to 9.3 percent have been accompanied by M/Bs over 150 percent As a result,

it is apparent that authorized ROEs below this level would continue to result in M/Bs of well

above. 100 percent. An ROE return of 9.5 percent should thus result in an M/B well above

100 percent. As I indicated earlier, the fact that M/Bs substantially exceed 100 percent

indicates that historic and prospective ROEs of 9.5 percent reflect earning levels that are well

above the actual cost of equity for those regulated companies. I also note that a company

whose stock sells above book value can attract capital in a way that enhances the book value

of ass$sng stockholders, thus creating a favorable environment for financial integrity. Finally,

I note that my 8.5 percent to 9.5 percent CE ROE recommendation reflects the actual and

prospective ROEs for the electric proxy groups. I have made no adjustments to these return

levels to reflect the high level of M/Bs.

20`

2 1 RETURN ON EQUITY RECQMMENDATION

22

23

Q .

A.

Please summarize the results of your three ROE analyses.

My three ROE analyses produced the following Endings and conclusions:

24

\
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DC F 9.2%

2 CAPM 6.8%

3

4

CE 9.5%

5

6

7

8

9

These results indicate an overall broad range of 6.8 percent to 9.5 percent, which focuses on

the top ends of respective individual model results. I recommend a ROE range of 9.2

percent to 9.5 percent for TOP. This range includes my DCF result (9.2 percent), and my CE

result (9.5 percent). For the purposes of this proceeding, I recommend the average of these

values, which is 9.35 percent.

12

It appears that your CAPM results are less than your DCF and CE results. Does this

imply that the CAPM results should not be considered in determining the ROE for

TEP?13

14 A.

15

16

17

18

19

20

21

22

23

24

25

No. It is apparent that the CAPM results are less than the DCF and CE results. There are

two reasons for the lower CAPM results. First, risk premiums are lower currently than was

the case 'm prior years. This is the result of lower equity market returns that have been

experienced over the past several years. This is also reflective of a decline in investor

expectations of equity returns and risk premiums. Second, the level of interest rates on U.S.

Treasury bonds (i.e., the risk free rate) has been lower in recent years. This is partially the

result of the actions of the Federal Reserve System to stimulate the economy. This also

impacts investor expectations of returns in a negative fashion. I note that, initially, investors

may have believed that the decline in Treasury yields was a teinnporary factor that woad soon

be replaced by a rise in interest rates. However, this has not been the case as interest rates

have remained low and continued to decline for the past Eve-plus years. As a result, it cannot

be maintained that low interest rates (and low CAPM results) are temporary and do not

|



L I

Direct Testimony of David C. Parcels
Docket No. E-01933A-15-0322 et al.
Page 34

4

1

2

3

reflect investor expectations. Consequently, the CAPM results should be considered as one

factor in determining the cost of equity for TEP.

4 TOTAL COST OF CAPITAL

What is the total COC for TEP?Q.

A. Schedule 1 .reflects the COC for actual TEP using the test year capital structure and

embedded cost of debt, as well as my ROE recommendations. The resulting total COC is a

range of 6.60 percent to 6.75 percent with a 6.68 percent midpoint. I recommend a 6.68

percent total COC for TOP.

COMMENTS ON COMPANY TESTIMONY

Q. Have you reviewed the testimony and COC recommendation of TEP vdmess Ann E.

A.

Buckley?

Yes, I have. Ms. Buckley is recommending cost of equity for TOP of 10.00 percent to 10.60

percent, with a specific recommendation of 10.35 percent.

5

6

7

8

9

10

11

12

13

1 4

15

16

17

18

Ms. Buckley's 10.35 percent cost of common equity recommendation is derived as follows:

I
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Constant Growth DCF
Mean Low
8.77%
8.65%
8.47%

M a n
9.59%
9.46%
9.28%

Mean High
10.36%
10.23%
10.03%

30-Day Average Price
90-Day Average Price
180-Day Average Price

Muni-s DCFI

Madscnum
¢1lt Stage
9.99%
9.85%
9.64%

Avenlge
1" size

9.78°/0
9.64%
9.44%

Iviininmnn
1" Stage
9.56%
9.43%
9.24%

30-Day Average Price
90-Day Average Price
180-Day Average Price

an I
_Cupid Asset Pei ° Model

Current
Risk-Free
Rate
(3.09%)

10.28%
11 .00%

2017-2021
Projected
Risk-Free
Rate
(4.80%)

10.80%
11.4-0%

Bloomberg Beta
Value Line Beta

2015-2016
Projected
Risk-Free
Rate
(3.57%)

10.42%
11 .12°/o

2015-2016
Projected
Risk-Free
Rate
(3.57%)

10.12%Bond Yield Plus Risk Premium

Current
Risk-Free
Rate
(3.09%)

9.91% 2017-2021
Projected
Risk-Free
Rate
(4.80%)

10.66%

Q.

A.

Do you have any general comments about Ms. Buclsdey's testimony and conclusions?

Yes, I do. Ms. Buckleyls testimony ova-states the COC for TEP. Each of her methods,and

many of the inputs used inher methods, is biased upwardin a manna that inflates her return

on equity conclusions. In fad; twenty of her twenty-seven ROE measures are below her

10.35 percent recommendation.

a i

Q

I

2

4

3

5

1

6

7

I'll
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1 Q.

2 A.

3

What are your disagreements with Ms. Buckley's constant growth DCF analyses?

Ms. Bucl4dey's constant growth DCF analyses are based on 30-day, 90-day and 180-day

average stock prices for the periods ending July 31, 2015, annualized dividends per share as of

4

5

july 31, 2015 and the avenge of Value Line, First Call and Zack's EPS projections. Her DCF

analyses are applied to her group of twelve electric utilities.

6

7

8

9

1 0

Even though Ms. Buckley purports to examine three alternative growth rates in her constant

growth DCF analyses, in reality each of the three focuses on a single statistic: analysts'

forecasts of EPS. As a result, all of Ms. Buckleyls constant growth rates focus exclusively on

EPS forecasts and exclude everything else

1 1

12 Q.

13 A.

14

1 5

1 6

Why is it improper to rely exclusively on EPS forecasts in a DCF analysis?

There are several reasons why it is not appropriate to rely exclusively on analysts' forecasts in

a DCF contort. First, it is not re tie to believe that investors rely exclusively on a single

factor, such as analysts' forecasts in nnakring their investment decisions. Investors have an

abundance of available information to assist them in evaluating stocks; EPS forecasts are only

1 7 one of many suchstatistics.

1 8

1 9 Second, Value Line - one of Ms. Buck1e}fls sources of EPS projections publishes both

20

2 1

22

23

historic and forecasted data, as well as ratios, for a large number of publicly-traded

companies. Presumably, both types of information are published for the consideration of its

subscribers/investors. Yet, Ms. Buckley considers only one factor ._ the]%ft:caft version of EPS

in her analyses.

24

25

26

I

Third, the vast majority of information available to investors, by both individual companies in

the form of annual reports and offering circulars, and by investment publications such as
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1

2

3

Value Line, is historic data. It is neither realistic nor logical No maintain that investors only

consider projected (estimated) dau for a single statistic (EPS) to the exclude of historic

(actual) dau and other statistics (hisnoaic and estimated).

4

5

6

7

8

9

Fourth, the experience over the past several years should be a dear s'nal to investors that

analysts cannot accurately predict EPS levels. Few, if any, analysts predicted the decline in

security prices in the tech market crash of 2000-2002, as well as the Enandal crisis of 1998-

2009." Thus, relying only on forecasted EPS levels, while ignoring historic EPS levels,

cannot and will not produce accurate results.

10

11

12

i 13

14

15

16

In sunnnnary, investors are now very much aware of recent inabilities of security analysts to

accurately predict EPS growth. These problems clearly call into question the reliance on

analysts' forecasts as the 01151 source of growth in a DCF context. As a result, the landscape

has changed in recent years and investors have ample reasons to doubt the reliability of such

forecasts at the present time. In light of the above, it is problematic to rely exclusively on

such forecasts in deternuinilng the cost of equity for REP.

17

18 Q. Are you aware of any recent analyses and comments the accuracy of analysts'on

19 forecasts?

20 A.

21

22

23

24

Yes, I am. A 2010 study by McKinsey & Company, titled, "Equity Analysts: Still Too

Bullish" concludes that "after almost ' decade of stricter regulation, analysts' earnings

forecasts continue .to be excessively optimistic." I have attached a copy of this study as

Schedule 13. The significance of this study, as well as the points I raised previously, is that

investors should be hesitant to rely exclusively on analysts' forecasts in making investment

25 decisions.

"As dnnncnstration of this, are "Secmilyhnalysts mdd:d1:Reca:mnue1nda1iona,"
(http: //t11i§g'xatte:.com/money/s1;Q_¢:ks /valuation/seqqdty-a1\glysrs.hun).
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u

Q.1

2

3

4

A.

Has the United States Securities and Exchange Commission issued ally reports that

address the exclusive reliance on analysts' recommendations?

Yes. In a 2010 "Investor Alert: Analydng Analyst Recommendations" the Securities and

Exchange Commission ("SEC") made the following statement;

5
6
7
8
9

10
11

As a general matter, investors should not rely solely on an analyst's
recommendation when deciding whether to buy, hold, or sell a stock. Instead,
they should also do their own research - such as reading the prospectus for
new companies or for public companies, the quarterly and annual reports filed
with the SEC - to confirm whether a particular investment is appropriate for
them 'm light of their individual Financial circumstances.

The SEC "Investor Alert" (attached as Schedule 14) also cites the potential conflicts of

interest that analysts face.

'Illis "Investor Alert" thus also calls into question the exclusive reliance on analysts' forecasts,

as proposed by Ms. Buckley.

Q.

A.

Please now tum to Ms. Buckley's second DCF analysis.

Ms. Buckley's second DCF model, which is a multi-stage DCF analysis, also relies exclusively

on EPS projections as the shop-tenn growth Tate. As such, it is subject to the same over-

statements as her constant growth DCF. In addition, her long-term growth rate relies on the

5.40 percent GDP projections as the DCF growth rate. As such, it also resits in an over-

statement of the DCF cost of equity.

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Q .

A.

What is the source of this 5.40percent GDP figure?

According to Ms. Buc.k1ey's testimony on page 28, this 5.40 percent GDP growth is based on

the historic grovvtdn of GDP from 1929-2014, plus a projected inflation rate.
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1

2

3

4

5

6

7

8

Q. Is there anything inconsistent with Ms. Buckley-'s use of historic GDP growth in her

DCF analyses?

Yes, there is. All of Ms. Buckley's growth rates in her constant growth DCF analyses and the

shop-term growth rate 'm her rntdti-stage DCF analysis @.e., EPS growth) reflect only

projections of future growth. On the other hand, Ms. Buckley only uses histoire GDP rates

in her GDP growth input. Apparently, Ms. Buckley believes it is not proper to use historic

growth rates of financial indicators @.e., EPS growth), but it is proper to use only historic

growth rates in her GDP input.

Q.

A.

Are you aware of any projections of GDP growth?

Yes, I am. There are at least two cornmody-recognized sources of projections of GDP

growth. These are:

F

Social Security Administration ("SSA"), and

Energy Information Administration ("EIA") .

The two organizations cited above are U.S. government-sponsored organizations.

Q.

A.

Whatare the projections ofGDP growth by these twoorganizations?

The projections of GDP growth by these two organizations are:

9

1 0

11

12

13

1 4

1 5

1 6

17

18

1 9

2 0

21

2 2

23

2 4

2 5

2 6

SSA ._ 2010-2085 _ 4.6% (see schedu1¢ 15)

EIA -- 2008-2035 _ 4.4% (see Schedule 15)

A.

Each of these projections is about 100 basis points below the 5.40 percent GDP Figure used

by Ms. Buckley.
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11

Q.

A.

Would it be more appropriate to use historic or projected growth rates of GDP in a

DCF analysis such as that being used by Ms. Buckley?

It would be appropriate to use projections of GDP growth, since Ms. Buckley is using

projections of the other growth rate indicators.

Q.

A.

Is it reasonable to believe that investors would expect GDP growth to be 5.40 percent,

'm spite of much lower projections by the U.S. government forecasting organizations?

No, it is not. It would be expected that the gove1:nment's forecasts of GDP would be

considered by investors as the most unbiased and reliable estimate.

Q.

A.

Are you aware of  any ut i l i ty regulatory agencies that ut i l ize GDP growth as a

component in a DCF analysis?

The only regulatory agency of which I am aware that directly and formally uses GDP growth

in a DCF context is the Federal Energy Regulatory Commission ("FERC"). The FERC uses

a two-stage DCF model in establishing the cost of equity for electric utilities and interstate

natural gas pipelines. The Erst stage of the FERC two-stage DCF model is 5-year EPS

forecasts, while the second stage is GDP projections for 6-25+ years into the future.

Q.

A.

How much weight does FERC give the GDP growth rate in its two-stage DCF

model?

Thi1:ty-three percent.

Q.

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

23

2 4

2 5

2 6

A.

Are you aware of any regulatory agencies that use historic GDP growth in a DCF

context?

No, not in the same context as Ms. Buckley does.
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1 Q.

2 A.

3

Do you agree with Ms. Buckley's CAPM methodology and conclusions?

No, I do not. I speeiically disagree with her use of projected interest rates as the risk-free

rate and her risk premium factor.

4

5 Q.

6 A.

7

8

9

1 0

1 1

Why is it not proper to use projected interest rates as the risk-free rate?

It is proper to use the current (i.e., actual) yield as the risk-free rate in a CAPM context This

is the case since the current yield is known and measurable and resects investors' collective

assessment of all capital market conditions. Prospective interest rates, in contrast, are not

measurable and not achievable. For example, if the current yield on 20-year U.S. Treasury

Bonds is about 2.5 percent, this reflects the rate that investors can actually receive on their

investment. Investors cannot receive a prospective yield on their investments since such a

1 2 yield is not actual but rather speculative.

13

1 4

1 5

1 6

1 7

1 8

Use of the current risk-free rate in a CAPM content is sinuilatr to using the current yield in a

DCF context. Analysts do not use prospective stock prices as the M for the dividend yield

in a DCF analysis, as use of prospective stock prices is speculative. Use of current stock

prices is appropriate, as are used by Ms. Buclscley. Likewise, current levels of interest rates

reflect all current information (i.e., the efficient umaxlscet hypothesis) and should be used as the

1 9 risk-&ee rate in the CAPM.

20

2 1 Q.

22 A.

23

24

Do you agree with Ms. Buckley's risk premium component of the CAPM?

No. Ms. Buck]ery's CAPM analysis utilizes a risk premium that is based on the "expected

return on the S&P 500 Index" using a constant growth DCF analysis (13.41 percent) and

three measures of the risk-freerate (two of which are projections of interest rates). She thus

25 derives three risk premium values:

26
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1

1

Current interest rate (3.09%)
Shop-Term projected interest rate (3.57%)
Longer-Tenn projected interest rate (4.80%)

10.33%
9.85%
8.61%

2

3

4

5

6

Each of these greatly exceeds the long-term elslperience (e.g., 1926 to present) of investment

return differential between common stocks and government bonds, as I described earlier in

my testimony. Over this period, risk premiums have averaged less than 6 percent. Ms.

Buckley offered no evidence or rationale to explain why investors would expect such a large

increase in risk premiums over historic levels. Again, Ms. Buckley chooses data that produce

higher and excessive results.

8

9 Q.

1 0 A.

1 1

1 2

13

1 4

1 5

1 6

Do you have airer responses to Ms. Buckley's risk premium analyses?

Yes. Ms. Buckley's risk premium approach compares the allowed ROEs for electric utilities

and 30-Year U.S. Government Bond yields over the period 1992 through July 2015. She then

performs a regression analysis to develop an expected relationship between 30-year U.S.

Government Bond yields and the cost of equity for electric utilities. She applies this

regression result to the three levels of 30-year U.S. Treasury Bonds and correspondingly

arztives at her 9.91-10.66 percent conclusion. As was the case in her CAPM analyses, two of

these three sets of interest rates are projections.

1 7

1 8

1 9

20

2 1

It is apparent &om Ms. Buckley's Exhibit AEB-6 that the preponderance of decisions since

2005 are well below the 10.50 percent return on equity she is recommending in this

proceeding. Not since the third quarter of 2011 has the average ROE award been as high as

10.35 percent.

22
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A.

FAIR VALUE RATE BASE COST OF CAPITAL

Q. What is your undemtan of TEP's position on the issue of fair value rate base

("FVRB") and related COC implications?

It is my understanding that TOP is requesting that a 5.69 percent COC be applied to the level

of its FVRB. This 5.69 percent return incorporates a 1.42 percent cost rate of the "fair value

increment" as well as a 10.35 percent ROE.

Q.

A.

What is your understanding of the Commission's procedure for utilizing the fair value

rate base in setting utility rates?

My "non-legal understanding" is that the Commission must consider the FM value of a

us]ity's assets in setting rates. However, I do not agree that this implies that the Company's

COC must be applied to the fair value of the Tate base.

Q .

A.

Are you aware that in 2008 the Commission conducted a "remand" hearing on the

issue of regulatory treatment of FVRB for Chaparral City Water Company?

Yes, I am. Injanuary of 2008, the Commission conducted a public hearing in response to a

remand by the Arizona Appeals Coin (Appeals No. CA-CC 05-002) decision" in Chaparral

City Water Company (Docket No. W-02113A-04-0616). The purpose of this hearing was to

determine the appropriate COC to be applied to an Arizona util ity's FVRB. The

Commission's Decision No. 70441 in that proceeding established a fair value rate of return

("FVROR") by subtracting the inflation rate from the ROE.

Q.

1

2

3

4

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A.

What is your understanding of the use of FVRB inArizona?

My "non-legal understanding" is based in part on the 2006 Arizona Court of Appeal in the

Chaparral City case that indicates that the Coup agreed with the Commission that "the COC

12 CA-CC 05-002, Memorandum Decision dated February 13, 2007.
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1

2

3

4

5

6

analysis' is geared to concepts of original cost measures of rate base, not fair value measures

of rate base..." The decision goes on to make the following statement: "If the Commission

determines that the COC analysis is not the appropriate methodology to determine the rate of

return to be applied to the FVRB, the Commission has the discretion to determine the

appropriate methodology." Ir is correspondingly the purpose of this section of my testimony

to recommend an "appropriate methodology" for use in conjunction with the FVRB.

7

8 Q.

9

10

11 A.

12

13

14

15

16

17

18

19

20

Do you hav e any  observ at i ons based upon your  own ex per i ence i n  COC

determination, as to whether a COC developed for application to an original cost rate

base ("OCRB") is consistent with a FVRB?

Yes, I do. It is my personal experience, based upon over 40 years of providing COC

testimony, that the concept of COC is designed to apply to an OCRB. This is the case since

the COC is derived from the liabilities/owners' equity side of a utility's b2.l2.1'1CC sheet using

the book values of the wtpital structure components. The COC, once determined is then

applied to (i.e., multiplied by) the rate base, which is derived from the asset side of the

balance sheet @.e., OCRB). From a Financial perspective, the rationale for this relationship is

that the rate base is Enhanced by the capitalization Under this relationship, a provision is

provided for investors (both lenders and owners) to receive a return on their invested capital.

Such a relationship is meaningful as long as the COC is applied to the original cost (i.e., book

value) rate base, because there is a matching of rate base and capitalization.

21

22

23

When the concept of FVRB is incorporated, however, this link between rate base and capital

structure is broken. The amount of FVRB that exceeds OCRB is not financed with investor-

24

25

26

supplied funds and, indeed, is not Financed at all. As a result, a customary COC analysis

cannot be automatically applied to the FVRB since there is no Financial link between the two

concepts. In my "non-legal" opinion, both the COmmission and Appeals Coin have also

\
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1

2

recognized this lack of compatibility between a customary Weighted COC ("WCOC")

analysis and FVRB.

3

4 Q.

5 A.

6

7

8

Why is it important that there be a link between the concepts of rate base and COC?

This link is itnponant since financial theory indicates that investors should be provided an

opportunity to earn a return on the capital they provided to the utility. Since the capita]

Enhances the rate base (in an original cost world), the link between COC and Tate base satisfies

this Enalncaial objective.

9

1 0 Q,

1 1

12 A.

13

1 4

15

1 6

1 7

Based on your experience as a COC witness over the past 40 years, do you have a

suggestion as to how to account for the use of a FVRB 'm setting rates for TEP?

Yes, I do. Since the increment between the FVRB and OCRB is not Enhanced with investor-

supplied funds, it is logical and appropriate, from a Enancjal standpoM; to assume that this

increment has no Enaneing cost. As a result, the COC, through the capital structure, can be

modified to account for a level of cost-free capital in an equal dollar amount to the increment

of FVRB over the OCRB. Such a procedure would still provide for a return being earned on

all investor-supplied funds and would thus be consistent with Enanciad standards.

1 8

1 9 Q.

20 A.

2 1

Have you made such a proposal in this proceeding?

Yes, I have. As is shown below, I have developed a capital structure and FVROR that applies

to TEP's FVRB.

22

Cost
4.14%
9.35%
0.00%

Item Percent _a/
Long-term Debt 36.94%
Common Equity 35.05%
FVRB Increment _ 28.01 %

100.00%
a/ As developed in Testimony of Commission Staff Wlmess Mullinax.
Total FVRB Capital

Fair Value
Return
1.53%
3.28%
0.00%

4.81%

23
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P

1

2

3

4

Applying this 4.81 percent to the FVRIB provides for a return on all investor-supplied capital

and is therefore an appropriate rate to apply to the FVRB from a financial and economic

standpoint As such, it provides for an appropriate fair value rate of return to be applied to a

FVRB. .
5

6 Q-

A.7

8

Have you developed an alternative method with which to apply a FVROR to a FVRB?

Yes, I have Should the Commission determine that there should be a specific return (greater

than zero) applied to the FVRB Increment, I have provided such a procedure.

9

10 Q.

11

Why is it necessary to add a return on only the portion of FVRB that exceeds the

OCRB?

12 A.

13

14

15

The WCOC authorized by the Commission has already provided for a full cost of equity

return and cost of debt on the portions of equity and debt capital that are supporting the

OCRB portion of the FVRB. As a result, there is no need to provide any additional return on

the portions of FVRB supported by common equity and debt

16

17

18

19

20 OI

21

Stated differently, both the cost of debt and the return cM common equity @,e., capital stock,

paid-in capital, and retained earnings -- the investment of common shareholders) are already

provided for in a traditional WCOC. Only the portion of the FVRB that exceeds OCRB

("Far Value Increment" "FVI") needs to have a specific return identified in order to

reflect a return component on that FVI.

22

23 Q .

24 A.

25

26

What is the proper cost rate to apply to the FVI?

As I indicated previously, from a Enancrial perspective, it should not be necessary to provide

for any return on the FVI since this is not investor-supplied capital. However, I recognize

that the Commission might choose to evaluate this issue from both a Enandal and a public



u
l l 4

Direct Testimony of David C. Parcel!
Docket No. E-01933A-15-0322 et aL
Page 47

1

2

3

4

5

6

7

8

9

policy perspective. I am aware that TEP may claim that the concept of fair value carries with

it due notion that investors should receive some benefit when fair value is greater than original

cost and should suffer some detriment when fair value is less than original cost. It is possible

that the Commission may determine that A1i::ona's fair value provision, which is somewhat

unique, is not inconsistent with these concepts. Nonetheless, the idea that the Company

should receive some benefit from the FVI does not mean that one should automatically apply

to the FVRB a WCOC developed by reference to OCRB. If it is determined that it is

desirable to provide an additional (Non-zero) return on the FVI, the proper return should be

no larger than the real (i.e., after inflation is removed) risk-free rate of return.

1 0

1 1 Q. What is the risk-free return?

1 2 A.

13

1 4

1 5

1 6

1 7

The risk-Eree return is, in financial terms, the return on an investment that candies little or no

risk. Risk-free investments are universally defined as U.S. Treasury Securities, with shon-

term maturities usually being used as the risk-free rate. Over the past several months, various

maturities of U.S. Treasury securities have yielded 60/:11 about 0.12 percent (short-tenn) to 3.0

percent (long-term) in nominal terms. I also note that 2016-2017 forecasts of U.S. Treasury

securities are about 0.5 percent to 3.7 percent. As a result, I use 3.7 percent as the nominal

1 8 risk-free rate.

1 9

20 Q. What is the "read" risk-free rate?

2 1

22

23

24

25

The concept of real risk-free rates involves the removal of the rate of inflation from the

nonnilnal risk-Hee rate. In 2015, the rate of inflation, as measured by the Consumer Price

Index ("CPI"), was 0.7 percent. Forecasts of the CPI for 2016-2017 are about 2.2 percent to

2.5 percent. As a result, I propose to use 2.3 percent inflation rate (the approximate mid-

point) for computing the real risk-8:ee rate, which is computed as follows:

26
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1 Nominal Risk-Free Rate 3.7%

2 2.3%

3

Less: Inflation Rate

Equals: Real Risk-Free Rate 1 .4%

4

5 This 1.4 percent rate essentially matches the 1.42 percent level requested by TEP Witness

6 Buckley.

7

8

9

10

Q. Please explain why TEP's FVROR should consider the real ask-free rate, as opposed

to the nominal risk-free rate.

A.

11

12

13

The investors of TEP are already receiving an inflation factor due to the inclusion of inflation

in the FVRB Increment. Specifically, the FVI incorporates inflation by considering the

current value of assets, which reflect, in part, past inflation. It would be double-couniiug to

also include the inflation components in the return to be applied to the FVI.

1 4

Q. What return on the FVI do you recommend in your alternative FVROR proposal15

16

17

A.

1 8

1 9

20

21 l

22

23

24

25

My alternative FVROR proposal incorporates a return on the FVI with a maximum value of

1.4 percent, as developed above However, I wish to emphasize that this 1.4 percent value is

the maximum value that could be applied to the FVRB Increment In reality, any value

between zero percent and 1.4 percent could be used as the cost rate on the FVI. As I stated

above, this FVI return is in addition to the return that the Company's investors already cam

on their investment in the Company. In this sense, an above-zero cost rate for the FVI

represents a bonus to the Company that would have to End its justification in policy

considerations instead of in pure economic or financial principles; for that reason, the

selection of an appropriate cost rate witibin this range should fall to the Commission's

discretion. I would propose the mid-point of this range, or 0.7 percent;

26
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Q.1

2

3

A.

What is the resulting impact of your adtemative proposal in this proceeding?

I am proposing the following modified FVROR for TEP'

_ Capital Item _ _
Long-term Debt
Common Equity
FVRB Increment
Total

Percent
36.94%
35.05%
28.01%
100.00%

Cost
4.14%
9.35%
0.70%

Fair Value
Return
1 .53%
3.28%
0.20%
5.00%

4

5

6

As shown in the above table, this alternative proposal provides for a non-zero return on the

of TEP, and provides for an overall FVROR of 5.00 percent on the FVRB.

Q.

A.

What is your understanding of how the two FVROR options you have developed will

be used in the development of StamPs revenue requirement recommendations?

As I indicated above, I have developed two FVROR calculations - Option 1 that includes a

zero percent return on the FVRB increment (4.81 percent FVROR) and Option 2 that

includes a 0.70 percent return on the FVRB increment (5.00 percent FVROR). The Staff

requirement, as developed in the Direct Testimony of Ms. Mullinax, calculates

FVROR based on the second option. The FVROR for Option 2 is 5.00 percent, which

matches the mid-point of my ROE range and my specific ROE recommendation.

revenue

7

8

9

10

11

12

13

14

15

16

17

18

Q. Does this conclude your direct testimony?

A. Yes , it does.

av
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BACKGROUND AND EXPERIENCE PRQFILE
DAVID c. PARCELL, MBA, CRRA
PRESIDENT/SENIOR ECONOMIST

EDUCATION

1985
1970

1969

M.B.A., Vixghnia Commonwealth University
M.A, Economics, Virginia Polytechnic Institute and State
University, (Virginia Tech)
B.A., Economics, Virginia Polytechnic Institute and State
University, (Virginia Tech)

POSITIONS
2007-Present
1995-2007

1993-1995
1972-1993
1969-1972
1968- 1969 Virginia

President, Technical Associates, Inc.
Executive Vice President and Senior Economist, Technical
Associates, Inc.
Vice President and Senior Economist, C. W. Amos of ViJrginia
Vice President and Senior Economist, Technical Associates, Inc.
Research Economist, Technical Associates, Inc.
Research Associate, Department of Economics,
Polytechnic Institute and State University

ACADEMIC HONORS

Omicron Delta Epsilon - Honor Society in Economics
Baa Ganmnna Sigma - National Scholastic Honor Society of Business Administration
Alpha Iota Delta - National Decision Sciences Honorary Society
Phi Kappa Phi - Scholastic Honor Society

PROFESSIONAL DESIGNATIONS

Certified Rate ofketurn Analyst - Founding Member

RELEVANT EXe>ERrE;NCE

Advised and assisted many Virginia banks and savings and loanFinancial Economics -
associations on organizational and regulatory matters. Testified approximately 25 does before
the Virginia State Corporation Commission and the Regional Adiuuinistrator of National Banks
on matters related to branching and organization for banks, savings and loan associations, and
consumer Finance companies. Advised financial institutions on interest rate structure and loan
maturity. Testified before Virginia State Corporation Commission on maximum rates for
consumer finance companies.
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Testified before several committees and subcommittees of Virginia General Assembly on
numerous banking matters.

Clients have included First National Bank of Rocky Mount, Patrick Henry National Bank,
Peoples Bank of Danville, Blue Ridge Bank, Bank of Essex, and Signet Bank.

Published articles in
banldng/Enancial services industry.

law reviews and other periodicals on structure and regulation of

Utility Economics -- Performed numerous Enaucfial studies of regulated public utilities.
Testified in over 500 cases before some fifty state and federal regulatory agencies.

Prepared numerous rate of return studies incorporating cost of equity determination based on
DCF, CAPM, comparable earnings and other models. Developed procedures for identifying
differential risk characteristics by nuclear construction and other factors.

Conducted studies with respect to cost of service and indexing for determining utility rates, the
development of annual review procedures for regulatory control of utilities, fuel and power plant
cost recovery adjustment clauses, power supply agreements among arE]iates, utility franchise
fees, and use of short-term debt in capital structure.

Presented expert testimony before federal regulatory agencies Federal Energy Regulatory
Commission, Federal Power Commission, and National Energy Board (Canada), state regulatory
agencies in Alabama, Alasika, Arizona, Arkansas, California, Connecticut, Delaware, District of
Columbia, Florida, Georgia, Hawaii, Illinois, Indiana, Kansas, Kentucky, Maine, Maryland,
Mississippi, Missouri, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, North
Carolina, Ohio, Oklahoma, Ontario (Canada), Pennsylvania, South Carolina, Texas, Utah,
Vennont, Virginia, West Virginia, Washington, Wisconsin, U.S. Virgo Islands, and Yukon
Territory (Canada).

Published articles 'm law reviews and other periodicals on the theory and purpose of regulation
and other regulatory subj acts.

Clients served include state regulatory agencies in Alaska, Arizona, Delaware, Georgia,
Mississippi, Missouri, New Hampshire, North Carolina, Ontario (Canada), South Carolina, U.S.
Virgin Islands and Virginia; consumer advocates and attorneys .general in Alabama, Arizona,
District of Columbia, Florida, Georgia, Hawaii, illinois, Indiana, Kansas, Kentucky, Maryland,
Nevada, New Jersey, New Mexico, Ohio, Oklahoma, Pennsylvania, South Carolina, Texas, Utah,
Vermont, Virginia, and West Virginia; federal agencies including Defense Communications
Agency, the Department of Energy, Department of the Navy, and General Services
Administration; and various organizations such as Bath hon Works, Illinois Citizens' Utility
Board, Illinois Governor's Office of Consumer Services, Illinois Small Business Utility
Advocate, Wisconsin's Environmental Decade, Wisconsin's Citizens Utility Board, Old
Dominion Electric Cooperative, and industrial customers.
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Insurance Economics --
earned by insurance companies on their portfolios and the premiums charged for insurance.
Analyzed impact of diversification on financial strength of Blue Cross/Blue Shield Plans in
Virginia.

Conducted analyses of the relationship between the investment income

Conducted studies of profitability and cost of capital for property/casualty insurance industry.
Evaluated risk of and required return on surplus for various lines of insurance business.

Presented expert testimony before Virginia State Corporation Commission concerning cost of
capital and expected gains from investment portfolio. Testified before insurance bureaus of
Maine, Massachusetts, New Jersey, North Carolina, Rhode Island, South Carolina and Vermont
concerning cost of equity for insurance companies.

Prepared cost of capital and investment income return analyses for numerous insurance
companies concerning several lines of insurance business. Analyses used by Virginia Bureau of
Insurance for purposes of setting rates.

Special Studies -- Conducted analyses which evaluated the financial and economic implications
of legislative and a.dnniinis11'ative changes. Subject matter of analyses include returnable bottles,
retail beer sales, winesades regulations, taxi-cab taxation, and bank regulation. Testified before
several Virginia General Assembly subcommittees.

Testified before Virginia ABC Comunuisdon wnemning economic impact of mixed beverage
license.
Clients include Virginia Beer Wholesalers, Wine InstihNe, Virginia Retail  Merchants
Association, and Virginia Taxicab Association.

Franchise. Merger 8: Anti-Trust Economics -- Conducted studies on competitive impact on
market structures due to joint ventures, mergers, ianchising and other business restructuring.
Analyzed the costs and benefits to parties involved in mergers. Testified in federal courts and
before banking and other regulatory bodies concerning the structure and performance of markets,
as well as on the impact of restrictive practices.

Clients served include Dominion Banksihares, asphalt contractors, and law Hems.

Transportation Economics -- Conducted cost of capital studies to assess profitability of oil
pipelines, trucks, taxicabs and railroads. Analyses have been presented before the Federal
Energy Regulatory Commission and Alaska Pipeline Commission in rate proceedings. Served as
a consultant to the Rail Services Planning 08% on the reorganization frail services in the U.S.
Economic Loss Analyses -- Testified in federal courts, state courts, and other adjudicative
forums regarding the economic loss sustained through personal and business injury whether due
to bodily hand, discrimination, non-performance, or anticompetitive practices. Testified on
economic loss to a commercial bank resulting from publication of adverse information
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concerning solvency.
business Ennis.

Testimony has been presented on behalf of private individuals and

ME1vn3ERs18u1>s

American Economic Association
Virginia Association of Economists
Richmond Society of Financial Analysts
Financial Analysts Federation
Society of Utility and Regulatory Financial Analysts

Board of Directors 1992-2000
.

Secretary/Treasurer 1994-1998
President 1998-2000

RESEARCH ACTIVITY

Books and Major Research Reports

"Stock Price As An Indicator of Performance," Master of Arts Thesis, Virginia Tech,
1970

"Revision of the Property and Casualty Insurance Raternaldng Process Under Prior
Approval in the Commonwealth of Virginia," prepared for the Bureau of Insurance of the
Virginia State Corporation Commission, Mth Charles Schotta and Michael J. Ilea, 1971

"An analysis of the Virginia Consumer Finance Industry to Determine the Need for
Restructuring the Rate and Size Ceilings on Small Loans in Virginia and the Process by
which They are Governed," prepared for the Virginia Consumer Finance Association,
with Michael J. Ilea, 1973

mtg_tg Baulks and Qc State Qogponltion Cgmmispjonz A Historical Review, Technical
Assodaies, Inc., 1974

"A Study of  the Implications of  the She of  W ine by the Virginia Department of
Alcoholic Beverage Control", prepaid for the Virginia Wine Wholesalers Association,
Virginia Retail Merchants Association, Virginia Food Dealers Association, Virginia
Association of Chain Drugstores, Souldiland Corporation, and the Wine Institute, 1983 .

"Performance and Diversification of the Blue Cross/Blue Shield Plans in Virginia: An
Operational Review", prepared for the Bureau of Insurance of the Virginia State
Corporation Commission, with Michael J. oleo and Alexander F. Skirpan 1988.

l l l H l
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The Cost of Capital - A Pracdtiongrs' Guide,Society of Utility and Regulatory Financial
Analysts, 2010 (previous editions 'm 1991, 1992, 1993, 1994, 1995 and 1997).

Papers Presented and Articles Published

"The Differential Effect of Bank Structure on the Transmission of Open Market
Operations," Western Economic AssociationMeeting,with Charles Schotta, 1971

"The Economic Objectives of Regulation: The Trend in Virginia," (with Michael J. Ilea),
William and Mary Law Review,Vol. 14, No. 2, 1973

"Evolution of the Virginia Banldng Structure, 1962-1974: The Effects of the Buck-
Holland Bill", (with Michael J. Dao), and Mary Law Review, Vol. 16, No. 3,
1975

"Banking Structure and Statewide Branching: The Potential for Virginia", and
Mary Law Review,Vol. 18, No. 1, 1976

"Bank Expansion and Electronic Ban]dng: Virginia Banlding Structure Changes Past,
Present, and Future,"Wjlliaznr and Man/.B.11sinQss Review," Vol.1, No.2, 1976

"Electronic Banking - Wave of the Future?" (with James R. Marchand), Journal of
Management and Business Consulting,Vol. 1, No. 1, 1976

"The Pricing of Electricity" (Mth James R. Marchand), Joumd of Management and
Business Consulting,Vol.1, No. 2, 1976

"The Public Interest - Bank and Savings and Loan Expansion in Virginia" (with Richard
D. Rogers),University of Richmond Law Review,Vol. 11, No. 3, 1977

"When Is It In the 'Public Interest' to Authorize a New Bank?",University of Rich1;;Lond
Lawjsview, Vol. 13, No. 3, 1979

"Banldng Deregulation and Its knplications on the Virginia Banldng Structure,"WQljam
and Mary Business Review,Vol. 5, No. 1, 1983

"The Impact of Reciprocal Interstate Banking Statutes on The Performance of Virginia
Bank Stocks", with William B. Harrison,Virginia §QciaL1__Scie;1ce Jouirgal,Vol. 23, 1988

"The Financial Performance of New Banks in Virginia",Virginia Social Science Journal,
Vol. 24, 1989

"Identifying and Managing Community Bank Performance After Deregulation", with
William B. Harrison, Jo_\;nnal ofManage1;ia1 Issues,Vol. II, No. 2, Summer 1990
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"The Flotat ion Cost Adjustment To Ut i l i ty Cost of  Common Equi ty - Theory,
Measurement and Implementation," presented at Twenty-Filth Financial Forum, National
Society oRate of Return Analysts, Philadelphia, Pennsylvania, April 28, 1993.

Biography of Myon Edison Bristow, Dictionary of Virginia Biography, Volume 2, 2001 .
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Exhibit DCP-1
Schedule 1

TUCSON ELECTRIC POWER COMPANY
TOTAL cosT OF CAPITAL

H1 3

Item Amount 11 Percent Cost Welghted cost
-

Short-Term Debt

Long-Term Debt

Common Equity

so

$1 ,521 .158

$1 ,443,610

0.00%

51.31%

48.69%

la

4.14% 1/

920% 9.35% 9.50%

0.00%

2_12%

4.48% 4.55% 4.63%

Total $2,964,766 100.00% 6.60% 6.75%
6.68%

Mn

1/ Actual Test Year June to, 2015 amounts and percents as contained In Company tiling, Schedule D-1.
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ECONOMIC INDICATORS
- --.-1....=.

3
I
i

Year

Real
GDP*

Growth

Industrial
Production

Gwvwth

Unemploy-
ment
Rilke

Consumer
Prlce Index

!
I

1975
1976
1977
1978
1979
1980
1981
1982

-1 .1 %
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2. 1 %

1975 - 1982 Cycle
-8.9% 8.5%
10.8% 7.7%
5.9% 7.0%
5.7% 6.0%
4.4% 5.8%
-1 .9% 1.0%
1.9% 7.5%
-4.4% 9.5%

7.0%
4.8%
8.8%
9.0%
18.3%
12.4%
8.9%
3.8%

1
I

I

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
a.s%
1.8%
-0.5%

1983 - 1991 Cycle
3.7% 9.5%
9.8% 7.5%
1.1% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.5%
-2.0% 6.8%

3.8%
3.9%
3.8%
1 .1 %
4.4%
4.4%
4.6%
6.1 %
3.1%

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
a.7%
4.5%
4.5%
4.2%
3.7%
4.1 %
1.1%

1992 I 2o01 Cycle
3.1% 7.5%
a.4% 6.9%
5.5% 6.1%
4.8% 5.6%
4.3% 5.4%
7.3% 4.9%
5.8% 4.5%
4.5% 4.2%
4.0% 4.0%
-3.4% 4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

2002
2003
2004
2005
2006
2007
2008
2009

1.8%
2.8%
3.8%
3.3%
21%
1.8%
-0.3%
-2.8%

zoom - zoos cp
02% 5_8*
1.2% 5.0*
2.3% 5.5%
3.2% 5_1*
u s e 4.6%
2.5% 4.8%
-a.4% 5.8%
-11.3% 9_3*

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%
2.7%

2010
2011
2012
2013
2014
2015

2.5%
1.6%
2.2%
1.5%
2.4%
2.4%

Current Cycle
5.5%
3.0%
2.8%
1.9%
2.9%
0.3%

9.8%
8.9%
8.1%
7.4%
6.2%
5.3%

1.5%
3.0%
1 .7%
1 .5%
0.8%
0.7%

'GDP=Gross Domestic Product

Source: Council of Economic Advisors, Eoonomlc Andi tors, various issuesvs
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aamua DCF-1
sd1-.mu z
nun z  on

E c o u o m l c  I N D I C A T O R S

1.1

Y e

nm:
GDP*

Gmulln

uuumlaa u m w l w -
Floduutlon man: Cunsumlr

GRWAIII I l l ! gnu Yuan

I W !
i d a u.
:no au.
au QII.
am Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-11%
a n
1.4%

:ans
m s
5_5*
5.9%

z.s*as
0.9%
24%
1.6%

:nun
uaoxr.
2nncnr.
anion.
4mQxr.

1.2*
3.5%
7.5%
2.7%

1.1%
-o.s%
.0_9*
1.5%

s o n
Hz%
S J *
5.9*

4.9%
n.9%
3.2%
40.3%

2004
i d Mr.
emu au.
Sm or.
4th Mr.

a.ms
w s
3.8%
zsas

a n s
4.944
4 ass
444%

5_5*
5.8%
5.4%
5_4*

S.2%
4.4*
0 .8*
was

z
id err.
nu our.

am Mn
am ctr.

..

4.1%
1.7%
8.1%
2.1%

eA%
Am i
21%
2.9%

5.3%
5.1%
5.9%
4.9%

4.4%
1.6%
8.8%
-2.0%

am
14 av.
2lld our.
any Qtr.
am au.

5.41
1.4%
0.1%
3.9%

3.4%
4.5*
52%
8.5%

4.115
411%
4 . m
4.5%

4.8%
4.B%
0.4%
0.9%

2na1
18 Qtr.
2ndau.
am Mr.
am Qif.

D.9*
a s s
2.3%
2.9%

2.5%
1.6%
1.8%
1_7*

4.5%
4.514
4.8%
4.B%

4.8%
52%
1.2%
8.4%

211DI
Ia  au.
2nd oar.

rd cam
4thoar.

-1.8%
1-3%
-3.7%
- a n

1.9%
0.2%
A M
e.oss

was
5.S*
am
o n

2.B%
75%
2.8%

-13.2%

2009
ms av.

:nu oar.
Sm om
amo n.

-5.5%
-08%
1.4%
4.0%

-11 .ass
-12.4%
-a.a'A
.4_5*

a n s
:Lam
0-H*
mms

24%
8.2*
ws
aw

2010
MGE .

2nd can
Stdow.
4th au.

1.9v.

2.8%
28*

a n
8.5%
8.9%
6.2%

9.7%
17%

w s

a u x
.1_2*
15%
28%

zn11
I d au.
2ndau.
aid Qll.
am au.

-1.5%
2.9%
0.8%
4.6%

5.4*
3.6%
a.a%
4.0%

moss
9.0%
9.1%
a n s

4_5*
3.2%
2.4*
0.4%

2012
14 GH.
Eu: on-.
Bid am
an Qtr.

2.8%
1 .ass
7.5%
0.1%

4.5%
4.1%
a.4%
2.8%

mass
8211
8.1*
1.e°A

3.2%
o m
4.cns
0.9%

am
id Qtr.
old on.
aid tr.
4th Mn

1.9%
1.1%
3.0%
3.9%

25%
2.0*
2.6%
88%

7.7%
7.4%
Lass
7.015

am%
1_2*
1.8%
1.2%

zo14
18 om
21111 Qtr.
Bld om
4th QU.

-0.9%
4.6%
4.3*
2.1%

3 2 *
4.2%
4.7%
4.5%

6.01
UZ*
u s
an.

iv.
3.5%
o ms
-2.6%

2015
Ia Qtr.
na au.

any au.
am Qtr.

m85
Ann
10%
1.4%

a s *
0.4%
0.1%
-1 .ass

5_5*
5.4%
5.2%
a ms

,1_2*
1 2 %
-0.1%
9.0%

sum:
1 4 a u. 0.5% -1.7% -0.4%

°enp=Gn=-¢numneiepmaua

snuu- CuundluNE|=unnmicAdWsnI=,Euuuumiahudcztncs,vancusl1suss.
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INTEREST RATES

Y r
Prime
Rite

us Treasury
T Bllls

3 Month

US Treasury
T Bonds
10 Year

Utility
Bonds
Ala

Utility Utility
Bonds . Bonds

As A

fumy
Bonds
B11a

1975
1978
1977
1978
1979
1980
19B1
1982

7.88%
6.84%
6.83%
9.05%

12.67%
15.27%
15.89%
14.86%

5.84%
4.99%
5.27%
7.22%
10.04%
11 .51 %
14.03%
10.69%

191s1 19
7.99%
7.61 %
7.42%
8.41 %
9.44%
11 .46%
13.93%
13.00%

¢Yd¢
9.03%
8.83%
8.19%
8.87%
9.85%

12.30%
14.64%
14.22%

9.44%
8.92%
8.43%
9.10%
10.22%
13.00%
15.30%
14.79%

10.09%
9.29%
8.61 %
9.29%

10.49%
13.34%
15.95%
15.86%

10.96%
9.82%
s.os%
9.52%
10.96%
13.95%
16.50%
16.45%

1983
1984
1985
1986
1987
1988
1989
1990
1991

10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01 %
8.45%

8.63%
9,5B%
7.48%
5.98%
5.B2%
8.69%
8.12%
7.51%
5.42%

1983 - 1991 code
11.10% 12.52%
12.44% 12.72%
10.62% 11 .68%
7.68% 8.92%
8.39% 9.52%
8.85% 10.05%
8.49% 9.32%
8.55% 9.45%
7.86% 8.85%

12.83%
13.66%
12.06%
9.30%
9.77%
10.26%
9.56%
9.85%
9.09%

13.66%
14.03%
12.47%
9.58%

10.10%
10.49%
9.77%
9.86%
9.38%

14.20%
14.53%
12.98%
10.00%
10.53%
11 .00%
9.97%

10.06%
9.55%

1992
1993
1994
1995
1995
1997
1998
1999
2080
2001

6.25%
8.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91%

3.45%
3.02%
429%
5.51 %
5.02%
5.07%
4.81 %
4.66%
5.85%
3.44%

1992 - 2001 Cycle
7.01% 8.19%
5.87% 7.29%
7.09% 8.07%
6.57% 7.sa%
6.44% 7.48%
6.35% 7.43%
5.26% 8.77%
5.65% 721 %
6.03% 7.88%
5.02% 7.47%

8.55%
7A4%
8.21%
7.77%
7.57*
7.54%
8.91*
7.51%
8.06%
7.59%

8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%

8.85%
7.91%
8.63%
8.29%
8.18%
7.95%
7.26%
7.88%
8.36%
8.02%

2002
2003
2004
2005
2006
2007
2008
2009

4.67%
4.12%
4.34%
8.19%
7.96%
8.05%
5.09%
3.25%

1 .e2%
1.01%
1 .ea%
3.16%
4.73%
4.41 %
1 .48%
0.16%

zoaz - 2009 Cycle
4.61% I I ]
4.01%
4.27%
429%
4.80%
4.63%
3.56%
3.26%

7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%
5.75%

7.87%
8.58%
6.16%
5.65%
e.07%
6.07%
6.53%
e.u4%

8.02%
6.84%
6.40%
5.93%
6.32%
8.33%
7.25%
7.06%

2010
2011
2012
2013
2014
2015

3.25%
3.25%
3.25%
3.25%
3.25%
326%

0.14%
0.06%
0.09%
0.06%
0.03%
0.80%

CurrentCycle
3.22%
2.78%
1 .80%
2.35%
2.54%
2.14%

5.24%
4.78%
3.83%
424%
4.19%
4.00%

5.45%
5.04%
4.13%
4.47%
4.28%
4.12%

5.96%
5.57%
4.86%
4.98%
4.80%
5.03%

[1] Note:

Sources:

Moodys has not published Ala utilitybond yields since 2001 .

Council of Economic llldvisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin; various issues.
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NEREST RATES

Pllmo
n m

US Tnnuly us Tnuury Utlllly
T Billi T Bands sunaa

3 Month 10 Yuan As

w e
Band!

A

fumy
Enroll
B l !

211111
Jill
Fob
Mir

6.10%
e.2sss
41.22%

Avi
we
June
July
Aw
$lve
Of
Nov
Doc

a25us
a.zs1s
3.2515
ness
uses
3.25%
8.251%
mms
8.2516
use;
8.2515
azsss

0.08%
°_1q*
0.15%
0.15%
0.10%
D.12$
0.141%
IMG*
41.15%
0.13%
o.1ass
41.15%

3.18*
8.08%
3.73%
3.85%
3.42*
3.28%
3.01%
anus
28515
254%
2.19%
129%

5.55%
5.9%
s.e4ss
542%
5.29%
5.22%
4.8gy,
4.75%
4.74*
4.ssas
5.12%
582%

5.77*
5.87%
6.84%
5.51%
nanas
5.48%
5.28*
mss

5.01%
5.10*
5.S7*
6.58%

6.19%
5.97%
9.18%
sa s s
5.55%
5.52%
15.42%
5.8%
a.o4%

2M1
- * i
F i b
Mir

MY %
5.25%
azsas

0.15%
0. 14%
B.11*
u.ua9L

mass
e.1o'A

Aw
May
Juno
July
Aw
sun
on
N o
DCB

azsss
a r m
azsac
a m s
8.8%
:.261S
azsas
azsss
a m s

:Xmas
0_1)4*
o.m%
0.05%
0.n2%
0.42%
0.01%
oms.

amass
a.sess
41.41%
8.45%
3.17*
8.00%
8.00%
9.241%
1.95%
2.16%
2.o1%
1.98%

nun
5.42%
5.3%
5.a2%
6_98*
5.04%
5.06%
4.44%
4-24%
4.21%
19.92%
4_q0*

u m
5.08%
as
555*
5.32%
5.26%
5.27%
4.99%
4.48%
45271
4.25%
4 go*

897*
5.99%
5.74%
5.67%
5.75%
5.2%
5.11%
5.24%
4.93%
5.07%

2012
Jail
Fob
mf
ANY
WY
Jump

i<

M Y
Aw
SW*
out
Nov
Dif:

a.25n%
5.816
3.25%
512515
azsas
azsas
:ams
w a s
azsss
w a s
a.2616
3.26%

012%
cLno'A
o.09'/.
0.05%
0.08%
0.08%
0.10%
0.11%
mums
mans
D.11*
0.08%

1-9116
1.9756
7.17%
2.05%
1.80%
L82*
1.53%
wax
1.72%
1.15%
1.as1s
1.12%

4 .  *
4.02%
4.19%
4.10%
3_82*
3.19%
8.58%
use;
: u m
3.8%
gauss
8.75%

4.54%
was
ume
4.4D*
4.20%
4.08%
3.8315
4.00%
4.02%
8.01%
3.414%
4_00*

ness
5.D2%
5.1S*
5.11*
4.07%
4.91%
4_85*
4.ssss
4.111%
4.54%
4.4%
4.551%

2013
Jin
Fob
Mu'

ans
azans

APP
May
JIHIB
July
Aw
s-1n
Of
nm,
Due

3.2516
: w s
new
325%
szsas
3.25%
ume
325%
3.25%
:uses

:mms
0.10*
0.08%
0.00%
0.0515
0.05%
0.04%
0.04%
0.02%
0.06%
0.07%
0.07%

1.91%
1 .seas
1 less
1 Jess
185%
z 30%
2.58%
2.74%
2.51%
2.62%
2.7zss
2.06%

5.59%
3.95%
o w .
5.74*
8.81%
4.21%
444%
4.9%
4.sass
4.48%
4.se1s
4_59*

4.15%
4.19%
*15*
4.90%
4.17%
4.9*
4.68%
4 . m
4.80%
4.70%
4 . m
4 BI*

4.6594
4.74%
4.66%
4.49%
4.55%
5.0B*
5.21*
5.25%
5.81%
5 17%
5.24%
5_25*

2014
Jan
Fob
Mu'
APt
May
.ma
July
Aw
S m
Of
NW
DIC

5.2S*
3.2518
3.25%
825%
a n
a.251s
325%
2.25%
8.25%
azsaa
w a s
8.221%

nusss
0.08%
0.D5*
0.04%
mass
:mas
as%
:mass
0.02%
mms
amass
9.04%

2.16%
1.1%
2.72-n
271%
250%
z.eu%
254%
2.42%
2 58%
2.30%
z.u3%
211%

am%
4.8%
4.441%
4.38*
4.10%
4.z:ass
4.16%
4.07%
4.18%
3.80%
4.oa%
3.80%

4.9%
453%
4.51%
4.41%
4.2E*
4.2994
mas
4.1a%
4.24%
4.ne%
*go*
a ams

5.09%
5.01%
5.00%
4.85%
4.se4s
4.73%
4.86%
4.65%
mass
4.67%
4.15%
4.70%

zuls
Jan
Feb
M l
APY
may
Juno
.My
Aw
SUP
O f
Nov
Dao

328%
32514
3.25%
asses
a.2sss
3.25%
8.26%
3.2516
azsas
825%
azsss
850*

0zos%
:mass
o. as
0.¢2%
n.uz%
CL04*
own
8.08%
areas
0.01%
413%
0.26%

1 <

1 88%
1.18%
7.04%
1.54%
2.20%
2.38%
2.32%
2.17%
2.17%
Z0 7 *
z2ms
224%

8.52%
amass
s.a7%
a.e:l%
4 0 5 *
4.29%
4.27%
4.13%

3.58%
m i s
1_14*
3.79%
4.17%
* g o *
4.48%

425%
4.1ass
4.22%
4.1sss

4.25%
4.38%
4.29%
444:94
4.35'L

4.39%
4.44%
451%
4.51*
4.91%
B.18*
5.22%
5.23%
5.42%
6.47%
5.57%
655%

zu1¢
J i l
Fob
Mu'
A u

a n s
u r n s
3.50*
:Leon

new
aazss
g.32*
0.28%

2.80%
1.78%
1.89*
1.81%

4_0g*
a.94%
3.98%
8.74%

42116
4.1 ms
4.18%
4.89%

mass
5.21*
6.12%
4.15%

Saunas: GomdlofEI=unomdeAdvlsnll,EeuuoninIlwdlaadul:MnudyaBol:IRlm1d; Fades!!
Ruelve Bulldlm vauluus laauua.
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STOCK PRICE INDICATORS

S&P NASDAQ
Composite [1] Composite [1] DJIA

S&P
DIP

S&P
EIP

1975 - 1982 Cycle
1975
1976
1977
1978
1979
1980
1981
1982

802,49
974.92
894.63
820.23
844.40
891.41
932.92
884.36

4.31%
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81%

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11 ;96%
11.80%

I
I
I

1983-1991 Cycle
I

|

I

1983
1984
1985
1986
1987
1988
1989
1990
1991

[1]
322.84
334.59
376.18

[1]

491 .69

1,190.34
1,178.48
1,328.23
1,792.75
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41%
6.47%
4.79%

Cycle
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

415.74
451.21
450.42
M 1 1 2
870.50
873.43

1,085.50
1,327.33
1,421.22
1,194.18

1992 I 2001
$598.26
715.16
751.65
825.19

1,184.96
1,469.49
1,794.91
2,728.15
2,783.67
2,035.00

3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
1,441.15
8,825.52

10,464.88
10,734.90
10,189.13

2.99%
2.78%
2.82%
2.55%
2.19%
1.77%
1.49%
1.25%
1.15%
1.a2%

4.22%
4.48%
5.83%
6.09%
5.24%
4.51%
3.46%
3.17%
3.83%
2.95%

l

2002
2003
2004
2005
2006
2007
200s
2009

993.94
965.23

1,130.65
1,207.23
1,310.48
1,477.19
1,220.04
948.05

2002 - 2009 Cycle
1,539.73 9,226.43
1,847.17 8,993.59
1,986.53 10,317.39
2,099.32 10,547.87
2,263.41 11,408.57
2,578.47 13,169.98
2,181.85 11,252.62
1,845.38 8,876.15

1.81%
1.77%
1.72%
1.83%
1.87%
1.86%
2.37%
2.40%

2.92%
3.84%
4.89%
5.38%
5.78%
5.29%
3.54%
1 .BE%

Current Cycle
2010
2011
2012
2013
2014
2015

1,139.97
1 ,268.89
1,379.35
1,462.51
1,930.67
2,061.20

2,349.89
2,677.44
2,965.55
3,537.89
4,374.31
4,943.49

10,662.80
11,986.35
122957.08
14,999.67
18,773.99
17,580.81

1.98%
2.05%
2.24%
2.14%
2.04%
2.10%

5.04%
6.77%
6.20%
5.57"/o
5.25%
4.59%

[1] Note: this sourcedid not publish the S&P Composite prior to 1988 nd the NASDAQ
Compositeprior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

sap NASDAQ
Composlh Compoaita DJIA

S&P S&P
DIP E t

2054
1st Qtr.
Zld Qtr.
are tr.
4th Qtr.

1.13329
1,121.87
1,104.15
1.1e2.01

2.041 .95
1,9e4.1s
1.a'rz9o
z,uso.z2

19,488.43
10,289.04
1D,129.B5
10,362.25

1.54%
1.71%
1.79%
1.75%

4.62%
4.92%
5.18%
453%

zoos
1st Qkr.
2nd Qtr.
3rd Qin
4th (Mr.

1,191.98
1,181.85
1,225.91
1,262.07

2.n5B.01
2.01224
2,144.61
2.24e.0a

10,848.46
10,382.35
10.53224
10,827.79

1 .77%
1.85%
1.8a%
1.85%

5.11%
5.32%
5.42%
5.60%

zoos
1st Qtr.
2nd cur.
Srd Qtr.
am Qtr.

1,2as.04
1,281.77
1.2a8.40
1,389.48

2,2a1.91
2,249.45
2,141.97
2.aa0.2s

10398.04
111188.84
11.27449
12,175.30

1.85%
1.90%
1.91%
1.81%

5.81%
5.88%
5.58%
5.75%

2807

.1st Qtr.
2nd Qu.
Std au.
4th on-.

1,425.ao
1.4s6.4a
1,480.81
1,494.09

2.444.B5
2,552.37
2,809.58
2,701.59

12,470.97
13,214.26
\a.4aa.4a
1a.sozss

1.84%
1.82%
1.85%
1.91%

5.85%
5.85%
5.15%
4.51 %

zoos
1st Orr.
2nd Qtr.
3rdQtr.
4th Qu.

1,350.19
11371.65
1.251.s4
sos.e0

2,139.91
2.42628
m o m
1,599.54

12.aas.ae
12.56859
11,322.40
8,795.61

2.11%
2.10%
2.29%
2.98%

4.55%
4.05%
3.94%
1.65%

2009

1st Qtr.
2nd Qtr.
31-d av.
4th Qtr.

809.31
a s k s
998.88

1.088.70

11485.14
1.731A1
1,985.25
2.18233

7,774.06
B.327.B3
amass
10,172.78

3.00%
245%
218%
1.99%

0.85%
0.82%
1.19%
4.57%

2010
1st Cir.
2nd Qer.
am ask.
4\l'l Qnr.

1,121.50
1,1sszs
1,096.39
1,204.09

zz14.ae
z,a4s.40
287.97
2.sa4.s2

10,454.42
10,570.54
10,ss024
11 .2se.oz

1.94%
1.97%
2.09%
1.95%

521%
6.51%
5.80%
6.15%

2011
1stau.
2nd oar.
3rdum
4th Qtr.

1,302.74
1.a1s.04
1,237.12
1,225.65

2,141 .01
2,766_64
2,613.11
zeaom

12024.62
12,370.73
11,671.47
11,79a.e5

1.85%
1.97%
2.15%
2.25%

B.13%
6.85%
7.88%
6.91%

2011
181 Qtr.
2nd Mr.
3rd Qtr.
am cur.

1 ,s47.44
1 ,:150.aa
1,40221
1 ,41811

2.s02.90
2.02s.e2
s.0zs.ae
3,001.59

12839.30
12,755.58
13,11B,72
18,142.91

2.12%
2.30%
2.27%
2.28%

8.29%
6.45%
6.00%
5.07%

2013
1st Qtr.
2nd au.
3rd err.
4th our.

1,514.41
1.eos.77
1,875.31
1,770.45

3,177.10
8,369.49
:s.s4s.ss
s,eso.s4

14,000.30
14.95123
15,255.25
15,751.95

2.21 Se
2.15%
214%
2.08%

5.59%
5.56%
5.61 so
5.42%

2014
1st Qtr.
2nd Orr.
3rd Cdr.
4¢h Qtr..

1,a34.ao
1,sco.1
1,875.95
2,012.04

4.210.0e
4,195.51
4,483.51
4,607.88

16.17025
16.80150
18,953,55
11,aea.sa

2.04%
208%
202%
2.05%

5.38%
asses
5.37%
4.97%

ams
1st Qtr.
and Cir.
3rd Qtr.
4th Qtr.

2,oeaAe
2,094.37
2,026.14
2,053.17

4,821.99
5,029.47
41921.81
5,000.70

17,805.47
18,007.48
17,065.52
18,482.97

202%
2.05%
2.15%
2.15%

4.80%
4.80%
4.72%
4.23%

zols
1stQtr. 1 .94a.32 4:809.47 16,635.76 231%

Sumce: Colmdl of Econumlc Advlums. Enoncmle lndlnalnrs, various issues.
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Exhibit DCP-1
Schedule 3

TUCSON ELECTRIC POWER COMPANY
AND FORTIS

HISTORY OF CREDIT RATINGS

Year
Tucson Electric Power
S&P Moody's

Fortis
DBRS Moody's

2011
2012
2013
2014
2015
2016

BBB-
BBB-

BBB-/BBB
BBB/BBB+

BBB+
BBB+

Baa3
Baan

Baa3/Baa2
Baa2/Baa1
Baa1/A3

AS

BBB/A(low)
A(low)
A(low)
A(IOw)
A(low)
A(Iow)

A.
A_
A_
A.
A-

A-/BBB+
J

Source: Response to STF 15.11 .
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Exhibit DCP-1
Schedule 4
Page 1 of 2

TUCSON ELECTRIC POWER COMPANY
CAPITAL STRUCTURE RATIOS

2011 I 2015
($000)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT 1/

SHORT-TERM
DEBT

2011 $825,000
35.2%
35.3%

$1 ,510,000
64.4%
64.7%

$10,000
0.4%

2012 $861 ,000
35.3%
35.3%

$1 ,576,000
64.7%
64.7%

$0
0.0%

2013 $926,000
37.6%
37.6%

$1 ,540,000
62.4%
62.4%

$0
0.0%

2014 $1 ,216,000
41.8%
43.1%

$1 ,605,000
55.2%
56.9%

$85,000
2.9%

2015 $1 ,475,000
49.2%
49.2%

$1 ,5z1 ,000
50.8%
50.8%

$0
0.0%

1/ Includes capital lease obligations.

Note: Percentages may not total 100.0% due to rounding.

Source: Response to STF 19.2.

II
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Exhibit DCP-1
Schedule 4
Page 2 of 2

FORTIS
CAPITAL STRUCTURE RATIOS

2011 I 2015
($millions)

YEAR
COMMON
EQUITY

PREFERENCE
SHARES

TOTAL
DEBT 1/

2011 $3,823
34.7%
34.7%

$912
8.3%
8.3%

$6,295
57.1%
57.1%

2012 $3,992
35.0%
35.0%

$1 ,108
9.7%
9.7%

$6,317
55.3%
55.3%

2013 $4,772
34.8%
34.8%

$1 ,229
9.0%
9.0%

$7,716
56.3%
56.3%

2014 $6,871
34.4%
34.4%

$1 ,820
9.1%
9.1%

$11 ,304
56.5%
56.5%

2015 $8,060
36.8%
36.8%

$1 ,820
8.3%
8.3%

$12,022
54.9%
54.9%

1/ Includes capital lease and finance obligations.

Source: Response to STF 19.2.

min
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Exhibit DCP-1
Schedule 5

Aus uTILITy REPORTS
ELECTRIC UTILITY GROUPS

AVERAGE COMMON EQUITY RATIOS

Year Ele ctric

Combination
Electric
and Gas

n _ _

2011 47% 46%

2012 47% 46%

2013 48% 47%

2014 47% 47%

2015 47% 47%

Note: Averages include short-tem1 debt.

Source: AUS Utility Reports.
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Exhibit DCP-1
Schedule 6

PR OXY  C OM PANIES

BASIS FOR SELECT ION

Company

Market
Capitalization
($ millions)

Percent Reg
Electric

Revenues

Common
Equity
Ratio

Value
Line

Safety

S&P
Stock

Ranking

S&P
Bond

Rating

Moody's
Bond
Rating

UNS Energy 1/
Tucson Electric Power

$2,500,000 92% 41%
50%

3 A- NR
BBB+

Ba a l
AS

Parnell Proxy Group

ALLETE
Avista Corp
EI Paso Electric
Great Plains Energy
IDACORP
NorlhWestem Corp
Otter Tail Corp
Portland General Corp
PNM Resources
Westar Energy

$2,700,000
$2,500,000
$1,800,000
$4,700,000
$3,700,000
$2,900,000
$1,100,000
$3,500,000
$2,800,000
$4,500,000

67%
67%

100%
100%
100%
78%
5 2 %

1 0 0 %
1 0 0 %
100%

54%
50%
47%
49%
54%
47%
58%
52%
48%
49%

2
2
2
3
2
3
3
2
3
2

A-
A_

B
B
A
A+
B

NR
B
A.

A-
A.

BBB
BBB

A.

NR
BBB-

A-

BBB
A.

AS
Baal
Baal
Baa2

AS
AS

Baa2
AS

Baez
A3/Baa1

Buckley Proxy Group

I

I
s

ALLETE
American Electric Power
Duke Energy Corp
Empire District Electric
Eversource Energy
Great Plains Energy inc.
IDACORP, Inc.
Otter Tail Corporation
Pinnacle West Capital Corp.
PNM Resources, Inc.
Portland General EIech1c Co.
Westar Energy, Inc.

$2,700,000
$31,000,000
$55,000,000
$1,s00,000

$18,000,000
$4,700,000
$3,700,000
$1,100,000
$8,300,000
$2,000,000
$3,500,000
$4,500,000

6 7 %
8 1 %
9 1 %
8 2 %
8 8 %

1 0 0 %
1 0 0 %
5 2 %
1 0 0 %
1 0 0 %
1 0 0 %
1 0 0 %

54%
50%
51%
49%
54%
4 9 %
5 4 %
58%
57%
46%
52%
49%

2
2
2
2
1
3
2
3
1
3
2
2

A_
A-

B
B+
A.

B
A
B

B+
B

NR
A,

A.

BBB/BBB-
BBB+

A.
A.

BBB
A .

BBB-
BBB
BBB

A.

A-

AS
B a a l

AS
B a a l

A3/Baa1
Ba a 2

AS
Ba a 2

A3/Ba a 1
Ba a 2

AS
A3/Ba a 1

i
I

E

I

1/ UNS Energy amounts as shown in Value Line reports prior to Fortis acquisition.

J

Sources: AUS Utility Reports, Value Line.
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PROXY COMPANIES
DIVIDEND YIELD

COMPANY
Qtr

DPS DPS
February - April 2016

HIGH L o w AVEIRAGE YIELD

Parcell Proxy Group

ALLETE
Avista Corp
El Paso Electric
Great Plains Energy
IDACORP
NorthWester Corp .
Otter Tail Corp
Portland General Corp
PNM Resources
Westar Energy

$0.520
$0.343
$0,295
$0.263
$0.510
$0.500
$0_313
$0.300
$0.220
$0.380

$2.08
$1 .37
$1 .18
$1 .05
$2.04
$2.00
$1.25
$1 .20
$0.88
$1 .52

$58.34
$41 .37
$46.63
$32.74
$74.99
$62_51
$29.80
$40.48
$34_07
$52.82

$50.83
$36.72
$39.37
$27.80
$68.30
$55.49
$26.09
$37.04
$30.62
$41 .89

$54.59
$39.05
$43.00
$30.27
$71 .65
$59.00
$27.95
$38.76
$32.35
$47.36

3.8%
3.5%
2.7%
3.5%
2.8%
3.4%
4.5%
3.1%
2.1%
3.2%

Average 3.3%

Buckley Proxy Group

ALLETE
American Electric Power
Duke Energy Corp
Empire District Electric
Eversource Energy
Great Plains Energy Inc.
IDACORP, inc.
Otter Tail Corporation
Pinnacle West Capital Corp.
PNM Resources, Inc.
Portland General Electric Co.
Westar Energy, Inc.

$0.520
$0560
$0.825
$0.260
$0.445
$0.263
$0.510
$0_313
$0.625
$0.220
$0.300
$0.380

$2.08
$2.24
$3.30
$1 .04
$1 .78
$1 .05
$2.04
$1.25'
$2.50
$0.88
$1 .20
$1 .52

$58.33
$07.19
$81 .39
$33_75
$59.09
$32.74
$74.99
$29.80
$75.81
$34.07
$40.48
$52.82

$50.83
$00.15
$72.48
$21.11
$52.62
$21.80
$68.30
$26.09
$66.02
$30.62
$37.04
$41 .89

$54.59
$63.67
$76.94
$30.43
$55.86
$30.27
$71 .65
$27.95
$70.92
$32.35
$38.76
$47.36

3.8%
3.5%
4.3%
3.4%
3.2%
3.5%
2.8%
4.5%
3.5%
2.7%
3.1%
3.2%

Average 3.5%

Source: Yahoo! Finance.
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PROXY COMPANIES
RETENTION GROWTH RATES

I

I i l

COMPANY 2011 2012 2013 2014 2015 Average 2016 2011 2019-'21 Average
"I..

! - ni .1

Parcell Proxy Group E

ALLETE
Avisla Corp
El Paso Electric
Great Plains Energy
IDACORP
NorthWester Corp
Otter Tail Corp
Portland General Corp
PNM Resources
Wester Energy

2.9%
3.1%

10.0%
2.0%
6.5%
4.1%
0.0%
4.1%
3.3%
2.7%

2.3%
0.8%
6.3%
2.2%
5.7%
3.2%
0.0%
3.5%
3.8%
4.0%

2.2%
2.9%
4.9%
3.2%
5.6%
3.5%
1 .2%
2.9%
3.7%
4.2%

2.5%
2.4%
4.8%
2.7%
5.4%
3.8%
2.2%
4.6%
3.2%
4.3%

3.6%
2.3%
3.4%
1.6%
4.8%
3.0%
2.0%
3.5%
4.0%
2.9%

2.1%
2.3%
5.9%
2.3%
5.5%
3.6%
1.1%
3.7%
3.6%
3.6%

3.0%
2.5%
3.5%
3.0%
4.5%
3.0%
2.0%
4.0%
3.5%
4.5%

3.0%
2.5%
3.5%
3.0%
4.0%
4.0%
2.0%
4.0%
3.5%
4.5%

3.0%
3.5%
3.0%
3.0%
3.5%
4.0%
4.0%
4.0%
3.5%
5.0%

3.0%
2.8%
3.3%
3.0%
4.0%
3.7%
2.7%
4.0%
3.5%
4.7%

I

Ave ra ge 3.4% 3.5%

Buckley Proxy Group

ALLETE
American Electric Power
Duke Energy Corp
Empire District Electric
Eversource Energy
Great Plains Energy Inc.
IDACORP, Inc.
Otter Tail Corporation
Pinnacle West Capital Corp.
PNM Resources, inc.
Portland General Electric CD.
Weslar Energy. Inc.

2.9%
4.2%
2.2%
4.1%
5.0%
2.0%
6.5%
0.0%
2.8%
3.8%
4.1%
2.7%

2.3%
3.5%
0.9%
1 .9%
1 .6%
2.2%
5.1%
0.0%
4.1%
3.8%
3.5%
4.0%

2.2%
3.7%
1 .5%
2.7%
3.4%
3.2%
5.6%
1 .2%
4.1%
3.7%
2.9%
4.2%

2.5%
3.8%
1.7%
2.9%
3.5%
2.7%
5.4%
2.2%
3.5%
3.2%
4.8%
4.3%

3.5%
4.0%
1.5%
1.5%
3.4%
1.6%
4.8%
2.0%
3.9%
4.0%
3.5%
2.9%

2.1%
3.8%
1.6%
2.6%
3.4%
2.3%
5.6%
1.1%
3.7%
3.6%
3.7%
3.6%

3.0%
4.0%
2.0%
1.5%
3.5%
3.0%
4.5%
2.0%
3.5%
3.5%
4.0%
4.5%

3.0%
3.5%
2.0%
2.0%
3.5%
3.0%
4.0%
2.0%
3.5%
3.5%
4.0%
4.5%

3.0%
3.5%
2.0%
2.5%
4.0%
3.0%
3.5%
4.0%
3.5%
5.5%
4.0%
5.0%

3.0%
3.7%
2.0%
2.0%
3.7%
3.0%
4.0%
2.1%
3.5%
3.5%
4.0%
4.7%

Average 3.1% 3.3%

|"

Source: Value Line Investment Survey.

I
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PROXY COMPANIES
PER SHARE GROWTH RATES

COMPANY
5-Year Historic Growth Rates

EPS DPS AverageBvi=s
Est'd '13-'15 to '19-'21 Growth Rates

EPS DPS BVPS Average

r

Purcell Proxy Group

2.5%
9.0%

5.0%
4.0%
4.0%
4.0%
8.0%
7,0%
15.5%
6.5%
23.5%
9.0%

-3.0%
8.0%
4.5%
0.5%
2.5%

ALLETE
Avista corp
El Paso Electric
Great Plains Energy
IDACORP
NorthW ester Corp
Otter Tail Corp
Portland General Corp
PNM Resources
Wester Energy 3.5%

6.0%
4.0%
7.5%
2.0%
6.0%
7.0%
-a.5%
3.0%
1 .0%
3.5%

4.5%
5.7%
5.8%
1.0%
7.3%
62%
4.2%
4.0%
12.3%
5.3%

4.0%
5.0%
2.5%
4.5%
3.0%
6.5%
6.0%
5.5%
9.0%
6.0%

3.5%
4.0%
5.0%
5.5%
7.5%
5.5%
1 .5%
6.0%
10.0%
3.0%

3.5%
3.5%
3.5%
3.0%
4.0%
4.5%
4.5%
4.0%
3.5%
5.0%

3.7%
4.2%
3.7%
4.3%
4.8%
5.5%
4.0%
5.2%
7.5%
4.7%

Ave ra ge 5.6% 4.8%

Buckley Proxy Group

\ 2.5%
4.0%
2.5%
-4.5%
11 .0%

5.0%
1 .5%
8.0%
5.0%
6.0%
4.0%
8.0%

15.5%
8.5%
23.5%
6 5 %
9.0%

8.0%
0.5%
2.0%

ALLETE
American Electric Power
Duke Energy Corp
Empire District Electric
Eversource Energy
Great Plains Energy Inc.
IDACORP, Inc.
Otter Tall Corporation
Pinnacle West Capital Corp.
PNM Resources. Inc.
Portland General Electric co.
Wester Energy, Inc.

2.5%
3.5%

6.0%
4.5%
3.0%
2.0%
9.0%
2.0%
6.0%
-a .5%
3.5%
1 .0%
3.0%
8.5%

4.5%
3.3%
2.8%
0.8%
8.7%
3.0%
7.3%
4.2%
4.7%

12.3%
4.0%
5.3%

4 .0 %
4.5%
4.0%
2.5%
6.0%
4.5%
3.0%
6.0%
4.0%
9.0%
5.5%
6 .0%

3.5%
5.0%
3.5%
2.5%
8.0%
5.5%
7.5%
1 .5%
5.0%
10.0%
s.o%
3.0%

3.5%
4.5%
1 .5%
2.0%
4.0%
a .0%
4.0%
4.5%
3.5%
3.5%
4.0%
5.0%

3.7%
4.7%
3.0%
2.3%
5.3%
4.3%
4.8%
4.0%
4.2%
7.5%
5.2%
4.7%

Average 5;1% 4.5%

Source: Value Line Investment Survey.
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PROXY COMPANIES
DCF cosT RATES

1.

COMPANY
ADJUSTED

YIELD

HISTORIC
RETENTION

GROWTH

PROSPECTIVE
RETENTION
GRCWI1-I

HISTORIC
PER SHARE
GROWTH

PROSPECTIVE FIRST CALL
PER SHARE EPS
GROWTH GROWTH

AVERAGE
GROWTH

DCF
RATES

Purcell Proxy Group

ALLETE
Avsta C°fP
El Paso Electric
Great Plains Energy
IDACORP
Not*thWestemCorp
Otter Tall Corp
Portland GeneralCorp
PNM Resources
WesiarEnergy

3.9%
3.6%
2.8%
3.5%
2.9%
3.5%
4.8%
3.2%
2.8%
3.3%

2.7%
2.3%
5.9%
2.3%
5.6%
3.6%
1.1%
3.7%
3.5%
3.6%

3.0%
2.8%
3.3%
3.0%
4.0%
3.7%
2.7%
4.0%
3.5%
4.7%

45%
5.7%
5.8%
1 .ox
7.3%
8.2%
4.2%
4.0%
12.3%
5.3%

3.7%
4.2%
3.7%
4.3%
4.8%
5.5%
4.0%
5.2%
7.5%
4.7%

3.0%
5.0%
7.0%
7.1 %
4.0%
5.0%
6.0%
6.5%
8.8%
5.3%

3.4%
4.0%
5.1%
3.6%
5.2%
4.8%
3.5%
4.7%
7.1%
4.7%

7.2%
7.8%
7.9%
7.1 %
8.1%
8.3%
8.1%
7.8%
9.9%
8.0%

Mean 3.4% 3.4% 3.5% 5.6% 4.B% 5.8% 4.6% 8.0%

M€dl3flI 3.4% 3.6% 3.4% 5.5% 4.5% 5.6% 4.7% 8.0%

h

Composite - Mean 6.9% 6.9% 9.0% 82% 9.2% 8.0%
Lu

Composite -Median 7.0% 6.8% 8.9% 7.9% 9.0% 8.1%
- in

Bucldey Proxy Group

ALLETE
American Electro: Power
Duke Energy Corp
Empire Distric!Electric
EversourceEnergy
Great Plains Energy Inc.
IDACORP, Inc.
OtterTail Corporation
PinnacleWestcapital Corp.
PNM Resources, inc.
Portland General Electric Co.
Wester Energy, Inc.

3.9%
3.8%
4 3 %
3.5%
a.s%
8.5%
2.9%
4.6%
8.8%
2.8%
3.2%
3.3%

2.7%
3.8%
1 .6%
2.6%
3.4%
2.3%
5.6%
1.1%
3.7%
3.5%
3.7%
3.5%

3.0%
3.7%
2.0%
2.0%
3.7%
3.0%
4.0%
2.7%
3.5%
3.5%
4.0%
4.7%

4.5%
5.3%
2_8%
0.8%
8.7%
5.0%
7.3%
4.2%
4.7%
12.3%
4.0%
5.3%

3.7%
4.7%
3.0%
2.3%
5.3%
4.3%
4.8%
4.0%
4.2%
7.5%
5.2%
4.7%

3.0%
4.1 %
4.8%
5.0%
6.0%
7.1 %
4.0%
6.9%
8.6%
8.8%
6.5%
5.8%

3.4%
3.9%
2.8%
2.5%
5.4%
4.0%
5.2%
3.B%
3.9%
7.1%
4.7%
4.7%

7.2%
7.5%
7.2%
5.0%
8.7%
7.5%
8.1 %
8.1%
7.5%
9.9%
7.8%
8.0%

Mean 3.5% 3.1% 3.3% 5.1% 4.5% 5.3% 4.3% 'IN%

Median 3.5% 3.5% 3.5% 4.3% 4.5% 5.1% 3.9% 7.1%

Composite - Mean 5.7% 6.8% a.e% 8.0% 8.9% 7.8%

Composite -Median 7.0% 7.0% 7.8% 8.0% 8.6% 7.4%
I-l

3
Note: negativevalues not used incalculations_

Sources: Prior pages of thisschedule.
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STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE

20-YEAR
T-BOND
YIELD

RISK
PREMIUM

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1995
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23_75
$22.87
$21.73
$16.29
$18.86
$21.89
$30.60
$33.96
$38.73
$39.72
$37.71
$4a.17
$50.00
$24.70
$27.59
$48.73
$58.55
$69.93
$81.51
$66.17
$14.88
$50.97
$77.35
$86.95
$86.51

$100.20
$102.31

$79.07
$85.35
$94.27
$102.48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134_04
$141 .32
$14726
$153.01
$158.85
$149.74
$180.88
$193.06
$216.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59
$451.37
$513.58
$579.14
$613.14
$666.97
$715.84
$726.96

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.22%
13.24%
16.37%
16.58%
17.08%
16.33%
14.62%
17.29%
16.22%
7.44%
8.36%
14.15%
14.98%
16.12%
17.03%
12.80%
3.03%
10.56%
14.16%
14.59%
13.52%
14.49%
14.18%

7. ~0%
8.86%
9.97%
11.55%
13.50%
10.38°/o
11 .74%
11.25%
8.98%
7.92%
8.97%
8.81%
8.19%
8.22%
7.29%
1.17%
5.59%
7.60%
6.18%
6.64%
5.83%
5.51%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.58%
4.86%
4.45%
3.47%
4.25%
3.81%
2.40%
2.86%
3.33%

1.10%
7.69%
5.09%
2.95%
-2.11%
1 .85%
2.16%
0.55%
2.51 %
5.50%
8.28%
1.04%
6.28%
2.23%
4.93%
6.07%
9.78%
8.98%
10.90%
9.69%
8.79%
11 .72%
9.12%
1.91 %
2.77%
9.35%
9.96%
11 .4a%
12.35%
7.84%
-1 .42%
1.09%
9.91 %
10.78%
11. 12%
11 .63%
10.85%

Average 6.85%

Source: Standard & Poor's Analysts' Handbook, Ibbotson Associates Handbook.
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PROXY COMPANIES
CAPM cosT RATES

Ni. I

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Parcel! Proxy Group

ALLETE
Aloisia Corp
EI Paso Electric
Great Plains Energy
IDACORP
Northwester C°tP
Otter Tail Corp
Portland General Corp
PNM Resources
Wesfar Energy

2.23%
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%

0.80
0.75
0.75
0.80
0.80
0.70
0.85
0.80
0.80
0.75

5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%

8.8%
6.5%
8.5%
6.8%
6.8%
6.3%
7.1%
6.8%
8.8%
6.5%

Mean 6.7%

Median 6.8%
\

Bu c kle y P ro xy Gro u p

ALLETE
American Electric Power
Duke Energy Corp
Empire District Electric
Eversource Energy
Great Plains Energy Inc.
IDACORP, inc.
Otter Tall Corporation
Pinnacle West Capital Corp.
PNM Resources. Inc.
Portland Genera! Electric Co.
Wester Energy, Inc.

2.23%
2.23%
2.23%
2.23%
2 2 3 %
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%
2.23%

0.80
0.70
0.50
0.70
0.75
0.80
0.80
0.85
0.75
0.80
0.80
0.75

5 .75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%
5.75%

6.8%
6.3%
5.1%
6.3%
6.5%
6.8%
6.8%
7.1%
s .5%
6.8%
6.8%
5.5%

Mean 6.5%

Median 6.7%

Sources: Value Line Investment Survey, Stands
20-year Tre

Month
Feb. 201e
Mar. 201 e
Apr. 2016

ld & Poor's Analysis' Handbook, Federal Reserve.
usury Bonds

Rate
2.20%
2.2B%
2.21%

Average 2.23%

I
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1

STANDARD & POOR'S 500 COMPOSlTE
RETURNS AND MARKET-TO-BOOK RATIOS

2002 - 2014

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

2002 8.4% 295%

2003 14.2% 278%

2004 15.0% 291 %

2005 16.1% 278%

2006 17.0%

2007 12.8%

277%

284%

2008 3.0% 224%

2009 10.6% 187%

2010 14.2% 208%

2011 14.6% 207%

2012 13.5% 214%

2013 14.5% 237%

2014 14.2% 268%

Averages:

2002-2008 12.4% 275%

2009-2014 13.6% 220%

Source: Standard & Poor's Analyst's Handbook, 2015 edition.
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RISK INDICATORS

. . . . . . -=" ..-
'.

COMPANY
VALUE LINE

SAFETY
VALUE LINE

BETA

VALUE LINE
FInANCIAL
STRENGTH

S& P
STOCK

RANKING

Parnell Proxy Group

ALLETE
AvestaC0'P
El Paso Electric
Great Plains Energy
IDACORP ..
NorthWester Corp
Otter TailCorp
Portland General Corp
PNM Resources
Wester Energy

2
2
2
3
2
3
3
2
3
2

0.80
0.75
0.75
0.80
0.80
0.70
0.85
0.80
0.80
0.75

A
A

B++
B+
A

B+
B+
B++

B
B++

4.00
4.00
3.67
3.33
4.00
3.33
3.33
3.67
3.00
3.67

A.
A.
B
B
A
A+
B

NR
B
A.

3.67
3.67
3.00
3.00
4.00
4.33
3.00

3.00
3.67

2.4 0.78 B+/B++ 3.60 B+/A- 3.48

Buckley Proxy Group

ALLETE
American Electric Power
Duke Energy Com
Empire District Electric
Eversource Energy
Great Plains Energy Inc.
IDACORP, Inc.
Otter Tail Corporation
Pinnacle west Capital Corp.
PNM Resources, Inc.
Portland General Electric Co.
Westar Energy, Inc.

2
2
2
2
1
3
2
3
1
3
2
2

0.80
0.70
0.50
0.10
0.75
0.80
0.80
0.85
0.75
0.80
0.80
0.75

A
A
A

B++
A

B+
A

B+
A+
B

B++
B++

4.00
4.00
4.00
3.67
4.00
3.33
4.00
3.33
4.33
3.00
3.67
3.67

A.
A.
B
B+
A.
B
A
B

B+
B

NR
A.

3.67
3.67
3.00
3.33
3.67
3.00
4.00
3.00
3.33
3.00

3.67

Average

*l

2.1 0.75 B++ 3.75 B+ 3.39

L
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RISK INDICATORS

GROUP
VALUE LINE

SAFETV
VALUE LINE

BETA
VALUE LINE

FIN STR
S&P

STKRANK

S & P's 500
Composite 2.7 1 .05 B++ B

Parnell Proxy Group 2.4 0.78 B+/B++ B+/A-

Buckley Proxy Group 2.1 0.75 B++ B+

Sources: Value Line.Investment Survey, Standard & Poor's Stock Guide.

Definitions:

Safety rankings are in a. range off to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1 .0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

I

Common stock rankings range from D to A+, with the later representing the highest level.
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LONG-TERM PROJECTIONS OF
GROSS DOMESTIC PRODUCT GROWTH

Soclal Security Administration

Year Real GDP GDP Index
Nominal

GDP Year Real GDP GDP Index
Nominal

GDP

:
|

E

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
2052
2053

2.70%
2.60%
2.40%
2.20%
2.20%
220%
2.20%
220%
2.20%
220%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.20%
2.20%
220%
2.20%
220%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%

2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%

5.00%
4.90%
4.70%
4.50%
4.50%
4.50%
4.50%
4.50%
4.50%
4.50%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.50%
4.50%
4.50%
4.50%
4.50%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.40%

2054
2055
2056
2057
2058
2059
2060
2061
2062
2063
2064
2065
2066
2067
2068
2069
2070
2071
2072
2073
2074
2075
2076
2077
2078
2079
2080
2081
2082
2083
2084
2085
2086
2087
2088

2.10%
2.10%
2.10%
2.1o%
2.10%
2.10%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%

2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.30%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.10%
2.00%
2.00%
2.00%

4.40%
4.40%
4.40%
4.40%
4.40%
4.40%
4.30%
4.30%
4.30%
4.30%
4.30%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.10%
4.00%
4.00%
4.00%

:

g
!

I

E

i

Average 4.32%

Source: 2015OASDI Trustees Report.

I

I

i

I
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LONG-TERM PROJECTIONS OF .
GROSS DOMESTIC PRODUCT GROWTH

Energy Information Administration

Annual Growth (2012-2040):

Real GDP 2.4%

GDP Chain-type Price Index

Nominal GDP Growth

1.8%

4.2%

Source: Energy Information Administration, Annual Energy Outlook
2015 with Projections to 2040.
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Equity analysts: st' too bu isVw

After almost a decade of stricter regulation, analysts' earnings forecasts continue

to be excessively optimistic.

Marc H. Gothart,
Hlshl Raj, and
Abhlshek Sarena

No executive would dispute that analysts' forecasts

serve as an important benchmark of the current

and future health of companies. To better under-

stand their accuracy, we undertook research

nearly a decade ago that produced sobering results.

Analysts, we found, were typically overoptimistic,

slow to revise their forecasts to reelect new

economic conditions, and prone to making increas-
ingly inaccurate forecasts when economic
growth declined.*

analysts' long-term earnings forecasts, restore

investor confidence in them, and prevent conflicts

of interest." For executives, many of whom go

to great lengths to satisfy Wadi Street's expectations

in their Financial reporting and long-term

strategic moves, this is a cautionary tale worth

remembering.

I

f

Alas,a recently completed update of our Work

only reinforces this view-despite a series of rules

and regulations, dating to the last decade,
that were intended to improve the quality of the

Exceptions to the long pattern of excessively

optimistic forecasts are rare, as a progression of
consensus earnings estimates for the S&P 500
shows (Exhibit 1). Only in years such as 2003 to

2006, when strong economic growth generated

actual earnings that caught up with earlier
predictions, do forecasts actually hit the mark.
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Actual growthsurpassed

forecasts only twlca

In 25 years---both ulnas

ding the recovery

following a recession.

Exhlblt2

Overoptimistic

With TSW eacceptlons,

Ag relate eamlngs

forecasts exceed realized

aamlngs per share.

r

Off the mark
ExhlhIt1

3

'Monthly fcuacasts.

Source: 'l'llnmson Reuters I/B/E/S Global Aszwsaiu: McKinsey analysis
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Ame#

3 2 0 8 8

la

Long-term
average. %

I

-2
1885-90 1987-92

1.

1989-94 1991-96 1993.98 1997-02 1999--04 2001-06 2003-0B \2004-0n

1

'Analysts' 5#yuar forecasts for long-term consensus earnings-per-dmara (EPS) growth rate. Our inclusions are same for growth
based on year-over-year earnings estimates for a years.

'Actual compound anmmlglvwth rate (CAGR) of EPS; 2009 data are not yet available. figures repwaent consensus estimate
as of Nov 2009.

Source: Thomson ReutersI/B/E/S Global Aggregates; Mr:lGnsey analysis
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1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 20ggs

1P/E Latin based on 1-yeal-forwanl eamings~pen-sha1e (EPS) estimate and estimated value of S8=P 500. Estimated value
nssumcs: for instr years, EPS growth :etc matches analyzer' estimates thou drops smoothly over next m years
to long~term continuing-value gmwlh x-atc; conlzinulhg value based on growth rate of 696; return on ~=qvfl1y is 13.5%
(long-tenn hlslaorical median for S&P500). and cast of equally is9.5% Lu all periods.

'Obeewcd P/E xutio based on S8zP5oo value ml1-year-forvvnrd BPS estimate
5Basccl on data as0fNov2oo9.

Source: '1'hnmson Reuhcrs I/B/1;/s Global Aggregates; McKinsey analysis

This pattern confirms our earlier f indings that

analysts typically lag behind events inrevising their

forecasts to reflect new economicconditions .

When economic growth accelerates, die size of the

forecast error declines; wheneconomic growth

slows, it increases# So as economic growth cycles

up and down, the actual earningsS8zP 500

companies report occasionally coincide with the

analysts' forecasts, as they did, for example, in

1988, from 1994 to 1997, and from 2oo3 to 2006.

Over this mc frame, actual earnings growth

surpassed forecasts in only two instances,

both during the earnings recovery following a

recession (Exhibit 2). On average, analysts'

forecasts have been almost 1oo percent too high.5

I

Moreover, analysts have been penitently overopti-

mistic for the past 25 years, with estimates

ranging from 10 to 12 percent a year,4 compared

with actual earnings growth of 6 percent.5

Capital markets, on the other hand, are notably

less giddy in their predictions. Except during the

market bubble of 1999-2001, actual price-to-

earnings ratios have been 25 percent lower than

implied P/E ratiosbased on analyst forecasts

(Exhibit 3). What's more, an actual forwardP/E

ratios of the S&P5oo as of November u. 2009-

14- is consistent with long-term earnings

growth of 5 percent." This assessment is more
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E

I

reasonable, considering tdiart long-term earnings

growth for the market as a whole is unlikely

to differ signif icantly from growth inGDP,9 as

prior McKinsey research has shown."Executives,

as the evidence indicates, oughtto base their

strategic decisions on what they see happening in

their industries rather than respond to the

pressures offorecasts, since even the market

doesn't expect them to do so.o

a

i

l

optimistic.

1 Marc H. Gothart, Brendan Russell, and Zane D. Williams,
'Prophets and profits," mcldnseyquartedycom, Dctdber2001.

2 US Securities rmdExdlange Cnrnmission (SEC) Rzguladion Fai:
Disdasure (FD), passed in zoom, prohibits the aelecm5 e
disclosure of material lnduunmation to somepecple but not others.
The Sarbanes-Oxley Act of 2002 includes prcuvidans specifically
intended to help restore investor conriidenee in the reporting
ofsecurities' analysts, including a code otconcluct for them and a
requirement to disclose knowable conflicts oflliterest. The
Global Settlement of 2003 between regulators and ten d the
largest US investment firms aimedto prevent cnnhicts of interest
between their analyst and investment badnesses.

a The cvmalation between the absolute size of the svrur in forecast
earnings growth (S&P so) and GDP growth is -055.

4 Our analysis ufthc distfbutlou ofNve-year earnings growth (as
ofMarch2005) suggests that analysts forecast growth of
morethan xo pexruemt for70 pmtnent cfS8¢P5oo companies.

5 Except 1998-zom, when the growth outlook became excessively

6 We also anzilyured trends for three-year earning-growth
estimates based on year-on-war earnings estimms provided by
the analysts, wMrcthc sample due of analyst! coverage is
bigger. Our conclusions on the trend and the gap vis-at-vis actual
earnings grower does not change.

1 Market-weighted and forward-looking eamlng,s-per-share
(EPS) estimate for sum.
Assuming a return on equity (ROB) of 1a-5 percent (the l°=1s~
term historian) average) and n cost of eqLn'ty 0f9~5 percent-the
long-term was cost or equity (7 percept) and inflation
(2.5 percent).

9 Real GDP has averngedg too cement overcast seven or tight
decades, which would indeodbe consistent with nominal growth
of 5 too percent given current inflation of 2 to a percent.

'°l'imotlry Keller and Zane D. Williams, "What happened to tM
bull market?" mcldnseyquarterlycom, November2001.
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Investor Alert: Analyzing Analyst Recommendations

Analysts often use a variety of terms-buy, strong buy, near-term or long-
term accumulate, near-term or long~term over-perform or under-perform,
neutral, hold-to describe their recommendations. But the meanings of
these terms can differ from firm to firm. Rather than make assumptions,
investors should carefully read the definitions of all ratings used in each
research report. They should also consider the firm's disclosures regarding
what percentage of all ratings fall Into either "buy," "hold/neutral," and
"sell" categories.

Research analysts study publicly traded companies and make
recommendations on the securities of those companies. Most specialize In a
particular industry or sector of the economy. They exert considerable
influence in today's marketplace. Analysts' recommendations or reports can
Influence tM price of a company's stock--especially when the
recommendations are widely disseminated through television appearances
or through other electronic and print media. The mere mention of a
company by a popular analyst can temporarily cause its stock to rise or
fall-even when nothing about the company's prospects or fundamentals
has recently changed.

While analysts provide an important source of Information In today's
markets, investors should understand the potential conflicts of interest
analysts might face. For example, some analysts work for firms that
undérwrlte drown tllé-.=§¢€Ul3f.l€S; of the companles the analysts cover.
AnalystS themse ,sometimes own stocks In the companies they cover-
eithér ldlrectly or indirectly, such ash rough employee stock-purchase pools
In which they and their colleagues participate.

Analyzing Analyst Recommendations

Home | Prevlous Page

Exhlbit DCP-1
Schedule 14
Page 1 d' 9
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As a general matter, investors should not rely solely on an analyst's
recommendation when deciding Whether to buy, hold, or sell a stock.
Instead, they should also do their own research-such as reading the
prospectus for new companies or for public companies, the quarterly and
annual reports filed with the SEc-to confirm whether a partléular
Investment Is appropriate for them In Ilght of their individual financial
circumstances. This alert discusses the potential conflicts of interest
analysts face, describes the New York Stock Exchange (NYSE) and FINRA
rules concemlng analyst recommendations, and provides tips for
researching Investments.

Who Analysts Are and Who They Work for

Analysts historically have served an Important role, promoting the efficiency
of our markets by ferreting out facts and offering valuable insights on
companies and industry trends. Analysts generally fall into one of three
categories:

http://www.sec.gov/investonlpubs/analysts.hthrn 6/21/2012

IIHINIII I III l\III



1
1 41

v
we

Investor Alert: Ana1y:zi1ng AnalystRecommendations
Exhibit DCP-1
Schedule 14
Page 2 of 9

sell-side analysts typlcplly work for full-sewlce broker-dealérs
and make recQmn.1en¢etions.en the sevcurlties they cover. Many
.of the mqyg popularselhstde analysts work fur p'romineht
bnpleerage firms that iilsopruwldélawestmenr banlglhg services
TQI7 cnrparaue ¢5llei1ts+lhcludI;ig cbljnpanies whosesenurltles. the
analysts ébvér.

My-s1de analyslié tyliieally work for lnsqtutiqnal menetaf
managais-<§qqn.~a§hHun41al funds, heugg funds. Ar lnvestmént
ady!s§f§-.th§t nor¢:has¢ securities-f¢r th'élr sawn.acia6unts. They
r w r i 5 e l  t h e i r  e m p l n ve r s  o n  w h i c h  s e c u r l t r e s  l b  b u y,  H o l d ,  o r  s e l l

pad stand to make mvnéy when thaw mékégiood gal l .

I

Independent analysts type Hy aren't associated with firms
that underwrite the securities they cover. They often sell their
research reports on a subsériptlon or other basis. Some firms
that have discontinued their investment banking operations now
market themselves as more independent than multi-service
Nrrns, emphasizing their lack of conflicts of Interest.

Potential Conflicts of Interest

Many analysts work In a world with built-In conflicts of Interest and
competing pressures. On the one hand, sell~side firms want their individual
investor clients to be successful over time because satisfied long-term
investors are a key to a firm's long-term reputation and success. A well-
respected investment research team is an important service to customers.

At the same time, however, several factors can create pressure on an
analyst's independence and objectivity. The existence of these factors does
not necessarily mean that the research analyst Is biased. But Investors
should take them Into account before making an investment dedslon. Some
of these factors include :

4 Investment Banking Relationships-when Companies issue new
securities, they hire investment bankers for advice on structuring the
deal and for help with the actual offering. Underwriting a company's
securities offerings and providing other Investment banking services
can bring in more money for firms than revenues from brokerage
operations or research reports. Here's what an investment banking
relationship may mean:

1 . The analyst 's f i rm may be underwri t ing the of fer ing-I f
so, the firm has a substantial interest-both financial and with
respect to its reputation-in assuring that the offering Is
successful. Analysts are often an integral part of the investment
banking team for Irlltlal public offerings-asslsting with "due
diligence" research into the company, participating in Investor
road shows, and helping to shape the deal. Upbeat research
reports and positive recommendations published after the
offering Is completed may "support" new stock issued by a
firm's investment banking clients.

2. client companies prefer favorable research reports-
Unfavorable analyst reports may hurt the firm's efforts to

http://www.se4:.gov/'mveslnor/pubs/analysts.htm 6/21/2012
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nurture a lucrative, long-term investment banking relationship.
An unfavorable report might alienate the firm's client or a
potential client and could cause a company to look elsewhere
for future investment banking services.

3. Positive reports attract new clients-Firms must compete
with one another for Investment banking business. Favorable
analyst coverage of a company may induce that company to
hire the firm to underwrite a securities offering. A company
might be unlikely to hire an underwriter to sell its stock If the
firm's analyst has a negative view of the stock.

¢ Brokerage Commissions-Brokerage Firms usually don't charge for
their research reports. But a positive-sounding analyst report can
help firms make money indirectly by generating more purchases and
sales of covered securities-whlch, In turn, res.ult in additional
brokerage commissions.

Analyst Compensation-Brokerage firms' compensation
arlangemenis can put pressure on analysts to issue positive research
reports and recommendations. For example, some firms link
compensation and bonuses-dllectly or indirectly-to the number of
Investment banking deals the analyst lands or to the profitability of
the firm's investment banking division.

» Ownership Interests In the company-An analyst, other
employees, and the firm itself may own significant positions in the
companies an analyst covers. Analysts may also participate in
employee stock-purthase pools that invest in companies they cover.
And In a growing trend called. "venture investing," an analyst's firm or
colleagues may acquire a stake in a start~up by obtaining discounted,
.pre-IPo shares. These practices allow an analyst, the firm he or she
works for, or both to profit, directly or indirectly, from owning
securities In companies the analyst covers. _

Disclosure and Recent Rule Changes

The rules of the NYSE and FINRA require analysts in some circumstances to
disclose certain conflicts of interest when recommending the purchase or
sale of a specific security. On May 10, 2002, the SEC approved proposed
changes to these rules, strengthening the disclosures that analysts and
firms must make. The NYSE and FINRA decided upon an Implementation
schedule of between 60 and 180 calendar days for the new rules in order to
provide reasonable time periods for liras to develop and implement
policies, procedures and systems to comply with the new requirements.
These rules implement key structural reforms aimed at increasing analysts'
independence and further managing conflicts of interest. They also require
increased disclosure of Conflicts lf research reports and public appearances.
Key provisions of the rules include the following '

> No promises of Favorable Research - NYSE and
FINRA rules now prohibit analysts from offering a
favorable research rating or specific price target to
Induce investment banking business from companies.
The rule changes also impose "quiet periods" that bar a
firm that Is acting as manager or co-manager of a

h:// xc.gov/investor/pubs/analystshun 6/21/2012
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securities offering from issuing a report on a company
within 40 days after an initial public offering or within 10
days after a secondary offering for an Inactively traded
company.

Significance of the Change: Promising research
coverage to a company will not be as attractive If
the research may not be issued within the initial
days following the offering.

>- Limitations on Relationships and Communications
- The rule changes prohibit research analysts from

being supervised by the investment banking
department. In addition, investment banking personnel
are prohibited from discussing research reports with
analysts prior to distribution, unless staff from the firm's
legal/compliance department monitor those
communications. Analysts are also prohibited from
sharing draft research reports with the target
companies, other than to check facts after approval
from the l*lrm's legal/compliance department.

Significance of the Change: These provisions help
protect research analysts from influences that could
impair their objectivity and independence.

\

>- Analyst Compensation - The rule changes bar
securities firms from tying an analyst's compensation to
specific investment banking transactions. Furthermore,
If an analyst's compensation is based on the firm's
general investment banking revenues, that fact must be
disclosed In the firm's research reports.

Slgnlflcanee of the Change: Pruhlbiglng
eompgggatlon from spéclflc Investment&
Iral sH9ns slgnIHcantly curhlls a pa;enually major
Influence on research analysiS' objédlvlty.

nt banking

l- Firm Compensation - The rule changes require a
securities firm to disclose In a research report if It
managed or co-managed a public offering of equlw
securities for the company or If It received any
compensation for Investment banking services from the
company In the past 12 months. A firm also must
dlsdose If it expects to receive or intends to seek
compensation for Investment banking services from the
company during the next 3 months.

Significance of the Change: Requiring securities
firms to disclose compensation from investment
banking clients can alert Investors to potential
biases In their recommendations.

>- Restrictions on Personal Trading by Analysts -
The rule changes bar analysts and members of their
households from investing In a company's securities

http://www.séc.gov/'mvestor/pubs/alnalysts.htm
6/21/2012
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prior to Its initial public offering if the company is in the
business sector that the analyst covers. In addition, the
rule changes require "blackout periods" that prohibit
analysts from tiding securities of the companies they
follow for 30 days.before and 5 days after they Issue a
research report about the company, and also prohibits
analysts from trading against their most recent
recorhmendations-subject to exceptions for
unanticipated significant changes in the personal
financial circumstances of the beneficial owner of a
research analyst account.

Significance of the Change' prohibiting analysts
from trading around the time they Issue research
reports should reduce conflicts arising from personal
financial interests.

>- Dlsclosures of Financial Interests In covered
Companies - The rule changes require analysts to
disclose if they own shares of recommended companies.
Firms are also required to disclose If they own 1% or
more of a company's equity securities as of the previous
month end.

Significance of the Change: Requiring analysts
and securities firms to disclose financial interests
can alert investors to potential biases In their
recommendations.

> Disclosures in Research Reports Regarding the
Firm 's Ratings - The rule changes require firms to
clearly explain In research reports the meaning of all
ratings terms they use, and this terminology must be
consistent with Its plain meaning. Additionally, firms
must provide the percentage of all the ratings that they
have assigned to buy / hold / sell categories and the
percentage of Investment banking clients in each
category. Flrms are also required to provide a graph or
chart that plots the historical price movements of the
security and indicates those points at which the firm
initiated and changed ratings and price targets for the
company.

Slgnlflcance of the Change: These disclosures will
assist Investors in deciding what value to place on a
sect rltles firm's ratings and .provide them with
better information to assess its research.

> Disclosures During Public Appearances by
Analysts - The rule changes require disclosures from
analysts during public appearances, such as television
or radio ihtewlews. Guest analysts will have disclose if
they or their firm have a position In the stock; If the
company is an Investment banking client of the firm; If
the analyst or a member of the analyst's household Is
an officer, director or advisory board member of the

http://www.sec.gov/investor/pubs/analysts.htm 6/21/2012
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recommended Issuer; and other material con fllcts.

Significance of the Change: This disclosure will
inform investors who lead of analyst opinions and
ratings through the media - rather than In written
research reports - of analyst and firm conflicts.

What Conflicts May Mean to You

The fact that an analyst-or the analyst's firm-may have a conflict of
interest does not mean that his or her recommendation Is flawed or unwise.
But It's a fact you should know and consider In assessing whether the
recommendation Is wise for you.

1

It's up to you to educate yourself to make sure that any investments you
choose match your goals and tolerance for risk. Remember that analysts
generally do~ not function as your .financial adviser when they make
recommendations-they're not providing individually tailored investment
advice, and they're not taking your personal circumstances into
consideration.

Uncovering Conflicts

In addition to paying close attention to the disclosures that firms and
analysts make, here are some steps you can take to assess whether and to
what extent analyst conflicts may exist:

3
IdentIfy the Underwriter

Before you buy, confirm whether the analyst's firm underwrote
a recommended company's stock by looking at the prospectus,
which Is part of the registration statement for the offering. Note
that firms are required to disclose In research reports whether
they managed or co-managed a public offering. you'll flnd.a list
of the lead o.r managing underwriters on the front cover.of both
the preliminary and final copies of the prospectus. By
convention, the name of the lead underwriter-the firm that
stands to make the most money on the deal-will appear first,
and any co-managers will generally be listed second in
alphabetical order. Other firms participating in the deal will be
listed only In the "Underwriting" or "Plan of Distribution"
sections of the final supplement to the prospectus. You can
search for registration statements using the SEC's EDGAR
database at WWe/sec.doVledoar.Sht'ml. The final supplement to
the prospectus will appear In EDGAR as a "424" filing.

Research Ownership Interests

A company's registration statement and Its annual report on
Form 10-K wail tell you who the beneficial owners of more than
five percent of a class of equity securities are. Research reports
on a company must disclose whether the securities firm Issuing
the report (or any of its affiliates) beneflclaliy owns one percent
or more of any class of common equity securities of the subject
company. The Issuer's registration statement will also tell you

http://www.sec.gov/investor/pubs/ana8ysts.htm 6/21/2012
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about private sales of the company's securities during the past
three years. In addition to the disclosure requirements In the
new rules, you may be able to ascertain ownership by checking
the following SEC forms:

> Schedules 3D and 13G-Any person who acquires a
beneficial ownership of more than five percent must file
a Schedule 3D. SChedule 13G Is a much abbreviated
version of Schedule 3D that is only available for use by
a limited category of "persons," such as banks, broker-
dealers, or lnsuranoe companies.

> Forms 3, 4, and 5-officers, directors, and beneficial
owners of more than 10 percent must report their
holdings-and any changes In their holdings-to the SEC
on Forms 3, 4, and 5.

> Form 144-If an analyst or a firm holds "restricted"
securities from the company-meaning those acquired
in an unregistered, private sale from the issuer or its
affiliates-then investors can find out whether the
analyst or the firm recently sold the stock by
researching their Form 144 filings.

As of November 4, 2002, all statements of beneficial ownership
on Schedules 3D and 13G (including those relating to the
securities of foreign private issuers) must be submitted
electronically using the SEC's EDGAR system. If you can't find a
form on EDGAR, please refer to information on "HOw tb Request
Public Documents",at
http://www.sec.gov/answers/publicdocs.htm. Or check the
"Quotes" section of the Nasdaq Stock Market's website at
!'l.t§l7'/fC1UU§€9@i'\8$¢§l§G'-€0fNZ

Unlock the Mystery of "Lock-ups"

If the analyst's firm acquired ownership Interests through
venture Investing, the shares generally will b`e subject to a
"lock-up" agreement during and after the issuer's initial public
offering. Lock-up agreements prohibit company lnslders~
lndudlng employees, their friends and family, and venture
capitalists-from selling their shares for a set period of time
without the underwriter's permission. While the underwriter can
choose to end a lock-up period early-whether because of
market conditions, the performance of the offering, or other
factors-lock-ups generally last for 180 days after the offering's
registration statement becomes effective.

After the lock~up period ends, the firm may be able to sell the
stock. If you're considering investing in a company that has
recently conducted an initial public offering, you'll want to check
whether a lock-up agreement is in effect and when It expires or
If the underwriter waived any lock-up restrictions. This is
important information because a company's stock price may be
affected by the prospect of lock-up shares being sold Into the
market when the lock-up ends. It is also a data point you can

http'//www.sec.gov/investor/pubs/analysts.hun 6/21/2012
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consider when assessing research reports Issued just before a
lock-up period expires-which are sometimes shown as
"booster shot" reports.

To find out whether a company has a lock-up agreement, check
the "Underwriting" or "Plan of Distrlbutlon" sections of the
prospectus. That's where companies~must disclose that
Information. You can contact the company's shareholder
relations department to ask for Its prospectus, or use the SEC's
EDGAR database If the company has med its prospectus
electronically. If you can't find a form on EDGAR, please refer to
information on "HOw to Request* Publlc Documents" at
http://www.sec.gov/answers/publlcdocs.htm. There are also
commercial websites you can use for free that track when
companies' lock-up agreements expire. The SEC does not
endorse these websltes and makes no representation about any
of the information or services contained on these website.

How You Can Protect Yourself

We advise all Investors to do their homework before Investing. If you
purchase a security solely because an analyst said the company was one of
his or her "top picks," you may be doing yourself a disservice. Especially If
the company is one you've never heard of, take time to investigate :

¢

>- When assessing a firm's research report of a company,
be sure to read all of the disclosures about the firm and
analysts' conflicts of Interest and the types of research
recommendations that the firm has made.

>- Research the company's Hnanclal reports using the
SEC's EDGAR database at
h§tQé[[\rv;4/W.se¢.qQv[edgar.s_htm1, or call the company
for copies. If you can't analyze them on your own, ask a
trusted professional for help.

>- Find out if a lock-up period is about to expire or whether
the underwriter waived It. While that may not `
necessarily affect your decision to buy, it may put an
analyst recommendation in perspective.

> Confirm whether the analyst's firm underwrote one of
the company's recent stock offerings-especially Its IPO.

>-Learn as much as you can about the company by
reading independent news reports, commercial
databases, and reference books. Your local Ilbrary may
have these and other resources.

>- Talk to your broker or financial adviser and ask
questions about the company and its prospects. But
bear in mind that If your broker's firm Issued a positive
report on a company, your broker will be hard-pressed
to contradict it. Be sure to ask your broker whether a
particular investment is Sultable for you In light of your

http'//www.sec.gov/investor/pubs/ana1ysts.h1m 6/21/2012
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Hn.anclal circumstances.

Above all, always remember that even the soundest recommendation from
the most trust-worthy analyst may not be a good choice for you. That's one
reason we caution Investors never to rely solely on an analyst's
recorhmendation when buying or selling a stock. Before you act, ask
yourself whether the decision fits with your goals, your time horizon, and
your tolesanoe for risk. Know what you're buying-or selling-and why.

http'//www.sec.gov/In vestbr/pubs/analysts. him
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EXECUTIVE SUMMARY
TUSCON ELECTRIC POWER COMPANY

DOCKET no. E01933A-15-0322 ET. AL.

The Direct Testimony of Michael ]. McGarry, Sr., of Blue Ridge Consulting Services, Inc.
("Blue Ridge") provides the results of the engineering assessment of Tucson Electric Power
Company ("'I'EP" or "Company") as authorized by the Arizona Corporation Commission ("ACC"
or "Commission") pursuant to requests and direction from the Commission's Utility Division Staff
("Staff" or "ACC StafF'). In addition, Mr. McGar1ly was particularly involved with several areas of
Staffs review, including certain rate base and revenue requirement adjustments, the power supply
section, and engineering evaluation.

Overall, Mr. McGarry found that the Company has overstated its request for a "normalized"
outage expense of $5.176 million by including an adjustment based on the annual average expected
outage/overhaul expenses from 2008 through 2024. Consistent m'th Staffs recommendation in
Docket No. E-01933A-12-0291, Mr. McGarry recommends the Commission reject the Company's
proposed adjustment and adopt an adjustment using a similar approach but using only historical
costs back to 2012-to coincide with the Co1:npany's last rate case.

With respect to base cost of fuel, Mr. McGan:y reviewed the back-up calculations and
confined that the base cost of fuel adjustment is properly reflected in the Company's revenue
requirement calculation. As such, he recommends acceptance of the Company's proposed rate of
3.3692¢ per kph as the base rate cost of fuelin this case.

W ith respect to the impacts of  recent legal  developments related to the Obama
Administration's Clean Power Plan ("CPP"), Mr. McGarry recommends that within six months of a
decision on whether the CPP will be implemented the Company review its then current Integrated
Resource Plan ("IP") and related plan retirements of its coal fleet and provide an assessment to the
Staff in which the Company fully evaluates the long-term costs and benefits of delaying or otherwise
modifying its retirement/compliance strategy shod it be determined that these new rules be
substantially delayed (or expedited) .

Mr. McGarry also recommends rejecting the Company's proposal to include non-fuel O8cM
associated with the 50.5 percent co-owner share of the output from Springerville Unit No. 1
through the Purchased Power and Fuel Adjustment Clause ("PPFAC") .

The major elements of the engineering analysis included evaluation of TOP's electric service
quality, maintenance practices, and distribution system reliability indices; examination of TEP's
assets to determine the used and useful nature of what was included in the proposed rate base;
review of TEP's peak demand, system energy, and the number and types of customers; review of
TEP's system losses; review of TEP's construction/capital expenditures since the last rate case; and
evaluation of TEP's expenditures regarding such issues as growth and reliability improvement. The
Held inspections relating to examination of the assets were performed by Mr. McGarry and Mr.
Freedman during the week of March 28 through Apd 1, 2016, and included discussions with TEP
technical, management, and systems operations personnel.

l Lu



Overall, the engineering analysis proved the Company's operations, maintenance and
construction project management are reasonable. However, the cost rate that should be charged for
the solar power should reflect the Company's fully allocated cost of the production from the solar
project-not the station average. Mr. McGarry recommends that the Company modify its
accounting to ensure that the fully allocated cost of production from the solar project at the station
is credited or provide justification showing that the value of the solar project is properly reflected
and customers are not subsidizing this portion of costs at the station.

Also, according to the requirements of the settlement in E-01933A_12_0291, TEP agreed to

upcoming year. Mr. McGar1:y recommends that these meetings continue as Staff has conveyed that
they were useful in gaining a clearer picture of what the Company was planning for the upcoming
years.

meet annually with Staff to review the Company s actual capital spending and future plans for the



Redacted Direct Testimony of Michael j. McGa1:lry, Sr.
Docket Nos. E-01933A-15-0322 et al.
Page 1

1

2

INTRODUCTION

Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Michael ]. McGany, Sr. I am a Senior Technical Consultant with Blue Ridge

Consulting Services, Inc. My business address is 114 Knights Ridge Road Travelers Rest, SC

29690.

6

7 BACKGROUND AND QUALIF ICAT IONS

8 Q . Please state your experience and educational background.

9 A.

1 0

1 1

1 2

13

14-

1 5

1 6

1 7

1 8

1 9

2 0

21

2 2

2 3

2 4

2 5

2 6

From 2004 until May 2016, I was President of Blue Ridge Consulting Services, Inc. In my

career, I have overseen or been pan of numerous rate case audits, prudence reviews, and

management and operational audits. I have worked with clients to manage various aspects of

the regulatory and rate case process; prepared supporting analyses and testimony for

submission to regulatory bodies and interveners; prepared revenue requirement and cost of

service analyses; and developed complex revenue requirement models to present alternative

positions to utilities' proposed rate requests. Prior to assuming my position with Blue Ridge

Consulting Services, Inc., I was Vice President of East Coast Operations from July 2003 to

June 2004 with Hawks, Giff els and Pulling (HGP), Inc. In that position, I was responsible for

developing and overseeing client engagements in utility regulatory affairs, management audits,

and rate case management From August 2001 to July 2003, Iwis an independent consultant

working on a number of different projects, including a renewal/update of delivery service

tariffs for Illinois Power and several utility street lighting cost benefit assessment projects.

From June 2000 until August 2001, I was a senior consultant with Denali Consulting, Inc., a

utility supply chain and e-procurement strategy and implementation Emu. From October

1997 through June 2000, I was employed by Navigant Consulting, Inc. and several of its

predecessors or acquired firms, working on a number of different projects, inducing a

management audit of Southern Connecticut Gas Company and the original delivery service

I
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1

2

3

4

5

6

7

8

tariff Filing for Illinois Power. From July 1985 through October 1997, I was employed by the

New York State Department of Public Service ("NYSDPS") in its Utility Operational Audit

Section in which the staff conducted focused operational audits in many facets of utility

operations for all sectors of the utility industry, including gas, electric, telecommunications,

and water. Prior to my employment with the NYSDPS, I was a rate analyst with Orange and

Rockland Utilities (1981 to 1983) and then with Seminole Electric Cooperative (1983 to

1985). I received my Masters of Business Administration from the State University of New

York at Buffalo in 1996 and a Bachelor of Arts in Economics from Potsdam College (SUNY)

9 'm  1981 .

10

11 Q .

12

Have you prepared an attachment summarizing your educational background and

regulatory experience?

13 A. Yes. Attachment MJM-1 provides details concerning my experience and qualifications.

14

15 Q. Have you previously testified before the Arizona Corporation Commission?

16 A. Ye s. I ha ve  te s tifie d in Docke t Nos . E-01345A-11-0224, E_04204A-12_0504, and E-01933A-

1 7
I

1 8

12-0291.

1 9 Q. Have you tesliied before commissions in other iudsmminm?

20 A. Yes. I have testified 'm Delaware, Georgia, Illinois, Maine, Maryland, Michigan, Missouri,

21

22

23

24

Nebraska, New York, North Dakota, Nova Scotia, Ohio, and Utah. These proceedings

included testimony involving revenue requirements, power supply costs, management

decisions and prudence impacts, operations and maintenance expenses, capital investments,

and project management. A complete list is included in Attachment MJM-1.

25

l
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1

2

3

4

5

I have also presented topics before staff groups from regulatory commissions, NARUC sub-

committee groups, and as a program faculty member for the Institute of Public Utilities at

Michigan State University. Topics presented include management auditing and prudence

reviews, service company costs and allocations, forecasting methodology and modeling,

revenue requirements, rate base, and price regulation theory.

6

7 P URP OS E OF TES TIMONY

8 Q. On whose behalf are you testifying?

9 A.

10

I am appearing on behalf of the Arizona Corporation Commission ("Commission") Utilities

Division Staff ("Staff").

11

12 Q . What is the purpose of the testimony you are presenting?

13 A.

14

15

16

17

18

19

I am presenting the Staffs position vnlth respect to Tucson Electric Power Company's

("TOP" or "Company") overhaul and outage expenses, power supply including the base cost

of fuel and Purchased Power and Fuel Adjustment Clause ("PPFAC") and a proposal to

include non-fuel O8cM associated with TOP's use of the 50.5 percent portion of Springerville

Unit 1 which TOP operates on behalf of two co-owners, and the engineering evaluation. In a

subsequent Bling, I will be presenting rate design testimony on the Company's proposed

changes to the PPFAC. Finally, I present my Endings related to the engineering assessment

of the Company's operations.20

21

22 Q. Was this testimony and the supporting analyses prepared by you or under your direct

supervision?23

24 Yes.

25

Ill\

A.
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Q Please briery describe the information you reviewed in preparation for your

testimony.

I have reviewed the Compa.ny's testimony and exhibits and data request responses provided

by the Company ro the various parties to this proceeding.

1

2

3

4

5

6

7

8

CONT ENT  OF AT T ACHMENT S T O T EST IMONY

Q, Have you attached any exhibits to your testimony?

A. Yes. The following Exhibits are included vlnlth my testimony.

MJM-1
1v1]M-2
1v1]m-3
MIM-4
m]M-5
MTM-6

MichaelJ. McGarry, Sr. Experience and Qualifications
Schedule 1 - Staffs Derivation of Overhaul and Outage Normalization
TEP's Income-Overhau1_Outage Nonrnalization Adjustment Workpaper
TOP's Response to STF 17.07
TEP's Response to STF 5.04
TEP's Response to STF 5.05

9

1 0

1 1
1 2

1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0

2 1
2 2
23
2 4
2 5
2 6

2 7
2 8

MJM-8
m]m-9
MJM-10
MJM-11
mJm-12
MJM-13
mJM-14
MJM-15
MJM-16
M_]M-17
MJM-18

TOP's Response to STF 9.006 (voluminous)
'REP's Response to STF 9.006 - CCP Patrol Criteria
TEP's Response to STF 9.006 - Transmission Inspection Patrol
TOP's Response to STF 5.001
TEP's Response to STF 5.003
TEP's Response to STF 5.002
TEP's Response to STF 6.01-6.25
TOP's Response to STF 13.1
TEP's Response to STF 9.007
TEP's Response to UDR 1.001 - Wonkpapers Schedule G8cH Support
TEP's Response to UDR 1.001 - Gray Workpapers C __ TOP Capital
Expenditures

OVERHAUL AND OUT AGE NORMALIZAT ION ADJUST MENT

Q Staff Witness Mullinax indicated that you would address the derivation associated

vn'th the Company's proposed overhaul and outage expense. Is that correct?

29

30

31

32

33

34

Ye s .

II

A.

A.



Redacted Direct Testimony of Michaels. McGarry, Sr.
Docket Nos. E-01933A-15-0_22 et al.
Page 5

1 Q

2

Please describe Staffs adjustment to the Company's proposed overhaul and outage

normalization pro forma adjustment.

3 A.

4

5

6

7

8

Staff has determined that the Company has overstated its request for a "normalized" outage

expense of $5.176 million by including an adjustment based on the annual average expected

outage/overhaul expenses from 2008 through 2024. Consistent with Staffs recommendation

in Docket No. E_01933A_12_0291, I recommend the Commission reject the Company's

proposed adjustment and adopt an adjustment using a similar approach but using only

historical costs back to 2012--the time of the Colnpany's last rate case.

9

10 Q What is the adjustment you propose?

11 A.

12

13

I propose that the Commission reduce the amount of the Company's proposed adjustment

by $4.131 million, resulting in a pro forma amount of $1.046 million. Exhibit MJM-2

Schedule 1 - Staffs Derivation of Overhaul and Outage Normalization summarizes Staffs

14 adjustment

15

16 Q Please continue.

17

18

A.

19

20

21

22

The Company is proposing to increase O8cM expense by $5.176 million on a jurisdictional

basis.' The Company developed this amount by preparing a complicated assessment of past

and future estimated overhead and outage costs by generating unit and the frequency at which

these outages occur. The goal of the analysis was to alive at a levelized annual expense by

unit to compare to the test year expenses for those units. This analysis included projected

costs for outages, categorized as either "major" "minor," through 2024. I have included

the Company's workpaper for dais calculation as Exhibit M]M-3 - Income-Overhaud__Outage

Normalization.

o r

23

24

25

1 Schedule C-2 page 9 of 12, line 6, Column labeled "Overhand and Outage Normalization".

I
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l Q Did TEP propose a similar methodology in Docket No. E-01933A-12-0291?

2 A. Yes. And the Company indicated that its proposed methodology in this case was consistent

3 with that case.2

4

5 Q Do you agree with that characterization?

6 A. no; a¢'mressed 'm the

7

8

9

1 0

1 1

1 2

No ,  I do not That case was settled and the specific issue is

Commission's decision. However, the derivation of the revenue requirement resulting from

the settlement shows that the parties agreed to a $1.322 nonillion reduction to Overhaul and

Outage Expense versus a $1.191 million increase that the Company was proposing' This

reduction ($2.514 million) matches Staff Witness Ralph Smith's proposed adjustment to the

Company's level of expense as proffered in his testimony.' Therefore, the Company's claim

that its proposed adjustment is consistent vn'th the last case is incorrect.

1 3

1 4 Q How did Star ff Witness Smith arrive at his adjustment?

1 5 A.

1 6

1 7

He used the same complicated average cost and frequency methodology by unit that the

Company developed but limited costs to Ody the actual/historical costs for the period 2004

to 2011.

1 8

19. Q Are you proposing anything different?

20 A.

21

22

Yes. I am proposing a s'nnpli.Ecation. I calculated the adjustment using the average outage

expense by unit for 2012 through 2015. I then compared that amount to the test year

amount for die unit to determine whether an adjustment to test year level of expenses was

23 - Derivation of Staffs adjustment to

24

necessary. I am including an exhibit (Exhibit MJM-2

Overhaul and Outage expenses) that shows my calculations.

2 Direct testimony of Dallas Dukes, page 55, lines 10-12.
3 Decision 73912 - Settlement Attachment A Page 3 of 4.
4 Direct Testimony of Ralph Smith, page 31, Lines 11-16.

I I lu ll\  l
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1 Q

2

Why did you use Ody a four-year period rather than Staffs eight years as in Docket

12-0291?

3 A.

4

5

6

I chose a four-year period to reflect the typical methodology to nonlnalize expenses between

base rate cases. The idea is that the levelized expense in the last case covered up to the test

year iN that case. My methodology simply picks up where that analysis left off and captures

costs since the last test year.

7

8

9

Q Is this methodology consistent with other adjustments made by Staff in this case?

A.

1 0 test an

1 1
are

1 2

13

1 4

Yes. Rate case expense is a good example where expenses since the last case are compared to

year levels. My proposed methodology does just that-covers average expense

through 12/31/15. As shown in my exhibit, some adjustments higher than the

Company's, while others are lower. This effect is to be expected when a shorer timeNcanne is

used. However, on average, the amount Staf f  is proposing is a fair and reasonable

representation of the level of overhead and outage expense the Company will l ikely

experience. That is the goal of a normalization adjustment.1 5

1 6

17

18

BASE COST OF FUEL AND PPFAC

Q What is TEP proposing for base cost of fuel and purchased power?

19

2 0

21

A. TEP calculated a base cost of fuel of $302,564,000 based on an average annual cost of

$0.033692¢/kWh.5 The current rate approved in the Commission Decision No. 73912, is

$0.032335/kVVh. TEP's calculated cost represents an increase of $0.001357/kWh or 4.2

percent. However, the Company is also proposing a rnodiication to the PPFAC, which at

the outset of the new rates would mean a $0.0 PPFAC charge to customers. Currently, the

PPFAC rate is set at $0.001501.6

22

23

24

25

5 Dlirect Testimony of Michael Sheehan at page 41 ._ Table 15 - 2017 Base Cost of Fuel and Purchased Power.
6 See PPFAC Being dated February 1, 2016, Schedule 1.

I _
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1 Q Did TEP propose any adjustment to the base cost of fuel?

2 Yes. Witness Sheehan reduced the base cost of fuel and purchased power by approximately

3

4

5

6

$2.7 million to reflect the loss of the margins associated vldth a wholesale contract withShell

Energy North that is set to expire at the end of 2017. The Company argues that this

adjustment is necessary since there will be less than a year left in the contract with Shell after

the rates in this docket are expected to be effective.7

7

8 Q 18 the Company's position m°th respect to this adjustment reasonable?

9 A. Yes. Staff has reviewed the back-up cadcudations and confirmed that the base cost of fuel

1 0 adjustment is properly reflected in the Company's revenue requirement calculation.

1 1

1 2 Q
W

13

In the UNS Electric ("UNS") Case Docket No. E-04204A-15-0142, Stay Withe s

Keene recommended using actual costs to calculate the base cost of fuel. Why do you

1 4 not propose using the same methodology here?

1 5 A.

1 6

1 7

1 8

1 9

20

At the time that Witness Keene testified in E~04204A-15-0142 (November 2015), fuel costs,

in particular, natural gas were at record lows. That fact, combined vn'th the issue of the Gila

River acquisition-related fuel costs, which were not ref lected in UNS' Blind, made it

reasonable for Staff to take a balanced approach and include costs for Gila River and, at the

same time, reflect low fuel costs.8 In this case, the Company's proposed rate reflects the

current market lends and includes the impact of Gila River in its derivation of the future net

2 1 power costs.

22

7 Direct testimony of Michael Sheehan at page 41, lines 15-22.
s It should be noted that Staff recommended an increase to UNS's base cost of fuel- $85,303,919 versus $77,522,386 _
See DirectTestimony of Barbara Keene in DocketNo 15-1042 at page 9, line 11andpage10,line 16, respectively.

A.
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1 Q Were there any issues related to the amount of the base cost of fuel from the previous

TEP case that should be addressed in this case?2

3 A.

4

5

Yes. The only issue was one related to the treatment of sulfur credits. Staff Witness Ralph

Smith recommended in Docket No. E-01933A-12-0291 that sulfur credits (which are

received for poorer quality coal) be recorded 'm FERC Account 501 when the coal is burned.

The Company had proposed to include these credits in account 5026

7

8

9

- Fuel Handl ing

Expense. As part of the settlement stipulation, the parties agreed to include in the PPFAC a

one-time credit of $3 million and a credit to the PPFAC of $9.7 million of deferred costs

related to the San Juan Thermal event. Both of these items havebeen resolved.

10

11 Q Is the Company proposing Amy changes to costs that will be PPFAC eligible?

12 A.

13

14

Yes. The Company is proposing to include in the PPFAC costs used to comply with federal

Mercury and Air Toxic Standards ("MATS") to remove mercury and associated compounds

from generation em1lssions.9

15

16 Q What does the Company estimate will be the annual amount to comply with these

MATS mies?17

18

19

A. The Company is estimating that it will cost $4.025 million in capital costs and $1.848 million

in annual O8cM costs to comply with MATS.'°

20

21 Q Does Staff have an opinion on this issue?

22

23

24

A. Staff concurs width the Company's position on the inclusion of MATS compliance costs in the

PPFAC so long as the additives are procured at reasonable and prudent costs and are directly

attributable to amount/volume of coal burned in the Company's generating units.

25

9 Direct Testimony of Sheehan at page 43, lines 8-9
10 Direct Testimony of Sheehan at page 14, Table 7 ._MATS Rule Compliance Summary lines 3-7

l II
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1 Q

2

With respect to the Company's regional haze compliance strategy, what is StaR's

position?

3 A.

4

5

6

Company Witness Sheehan describes TEP's strategy for complying with regional haze

regulations. These regulations will impact the Company in the coming years, but except to

the extent that the Company is already complying with existing standards, costs for future

implementation are not reflected in the Company's request for a base rate increase.

7

8 Q

9

Is there any development that should be reported to the Commission concerning the

EPA's Clean Power Plan?

10 A.

11

12 OH

13

14

15

16

17

18

19

20

21

22

23

Yes. As the Commission is aware, the Obama Administration's push for rules to clean up

emissions from fossil fuel power plants (referred to as Clean Power Plan) is expected to have

a major impact coal burning power plants in the United States. The Environmental

Protection Agency issued the new rules M August 2015.11 These rules seek to make

substantial reduction in CO2 emissions from all fossil fuel power plants in the United States

to address the global valuing issue. These mies were challenged in federal court, and on

February 16, 2016, the U.S. Supreme Coup issued a stay of a lower court's ruling thereby

delaying the implementation of these rules until the legal issues are resolved by the lower

courts. Staff asked the Company to describe the impact of the stay on the Company's plans

to close power plant units and also coal handling facilities. We asked that they be specific

regarding which plants and units and which rate base and operating income pro forma

adjustments would be impacted by the stay and resulting delay in the compliance with the

CCP. We also asked if the stay does not impact rate case adjustments that they explain in

detail why not. The following is the Company's full response to STF 17.07 (Exhibit MJM-4).

24

11 For a complete description of the rules, see https://www.epa.gov/deanpowerplan/fact-sheet-overviewsr-clean-power-
plan.

I  l

I



Redacted Direct Testimony of Michael J. McGan:y, Sr.
Docket Nos. E~01933A-15-0322 et ad.
Page 11

RES P ONS E:1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
2 0

At this point, the stay of the Clean Power Plan (CPP) and the likely delay in its
implementation will have no immediate effect on near tern plans to close Power
Plant units or the related Coal Handling facilities. Per TEP's IP, the Company
continues to look for opportunities to reduce coal fired generation and replace it nth
a mix of natural gas tired generation and renewables. For example, in March 2016,
TEP noticed the EPA that as a result of Regional Haze Rule requirements it would
stop burning coal at its Sundt Generating Station and switch pennanently to natural
and landfill gas. Additionally, at the San ]Ian Generating Station, TOP will along with
the other San Juan Participants, shut Units 2 and 3 at the end of 2017 due to regional
haze reduction requirements. TEP owns 50 percent of Unit 2. The early retirements
of these facilities is addressed in the testimony of Mr. Marino and reflected in the
depreciation study sponsored by Dr. White.

Longer term, depending on the ultimate CPP compliance timeframe and the
requirements for carbon reduction in the Final Cold-approved rude, REP will, as part
of  i ts resource diversif ication plan, determine what future closures may be
appropriate. Accordingly, there are no pro-fonna adjustments to rate base or
operating income related to the CPP.12

21

22 To summarize, the Company is not changing its plans on which units will be retired and

23 when.

24

25 Q Do you have an opinion concerning this?

26

27

28 I

29

30

31

32

Yes. I recommend that the Company review its IP and related plan retirements of its coal

fleet and provide an assessment to the Staff within six months after a decision is reached i n

the federal coins on implementation. I recommend that the Company fully evaluate the

long-term costs and benefits of delaying or otherwise modifying its retirement/compliance

strategy should it be determined that these new rules be substandahy delayed (or expedited).

Essentially, there are many factors at play here, but the Commission should have facts of

what the alternatives are given that the mandates that would require generating units to be

shut down are in flux.33

34

12 Exhibit M]M-4 - Company'sresponse to STF 17.07

I

A.
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1 Q

2

3

4

Staff Wides Mullinax indicated in het testimony that you would comment on the

Company's request to allow recovery of the non-fuel O8cM associated with the 50.5

percent of Sptingetville Unit No. 1 that the Company does not currently own, is that

connect?

5

6

A. Yes.

7 Q Please explain what the Company is proposing.

8 A.

9

10

11

As mentioned in Witness Mol]inax's testimony, the Company is proposing, to the extent that

the output of Spdngerville Unit 1 generating capacity that the Company does not currently

own @.e., the 50.5 percent) is available for dispatch to meet TEP's retail load, to recover the

costs (both fuel and non-fuel) in the PPFAC. The non-fuel costs to be included are direct

O8cM, property taxes, insurance costs, and coal handling facility costs.12

13

14 Q

15

Does the Company have an e8tinuate of the level of these costs and the impact on the

base cost of fuelrate?

16

17

18

19

2 0

2 1

22

Yes. Company Witness Sheehan provided a table (No. 16)," which identified these .costs.

That table shows that the jurisdictional amount of non-fuel-related costs for the 50.5 percent

of Unit 1 would be $162.91 million. Table 17 on page 47 of Company Witness Sheehan's

testimony shows the Co1:npany's estimate of the net impact on the base cost of fuel, after

considering the projected fuel and purchased power sav ings, to be a reduct ion of

approximately $525,000, or a $0.000058 reduction to the Company's proposed base cost of

fuel rate of $0.033692/kWh. The new rate would be $0.033634/kWh.

23

13 Direct Testimony of Michael Sheehan at page 46 lines 17-21

- III

A.
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1 Q Do you have an opinion on the Company's request?

2 A.

3

4

5

6

While I am certainly for lower costs for the benefit of ratepayers, I am concerned that the

policy set here could lead to other non-fuel costs to be included in the PPFAC. Also, the

timing of it is problematic since the transaction to acquire the 50.5 percent co-owners' share

has not yet happened. To include non-fuel O8cM now is not consistent with the principles

and as mentioned, I am concerned that it is inappropriate to allow non-fuel related costs in

7 the  PPFAC.

8

9 Q What do you recommend?

10 A.

11

12

13

I recommend that the Commission reject the Company's request to include the non-fuel

O8rM in the PPFAC. It will be more appropriate to consider this issue in the Company's

next rate filing. Also, in response to a data request and as Witness Mullinax pointed out, the

Company is amenable to non-fuel O8cM cost recovery, but this should be addressed in the

14 next rate case.

15

16 Q Is the Company proposing any changes to the PPFAC?

17

18

Yes. TOP is requesting a major change to the PPFAC to implement a monthly rolling

average percentage based adjustment." I will address this issue in the rate design testimony.

19

20 ENGINEERING EVALUATION

21 Q What was the scope of the engineering evaluation?

22 A. As pan of the engineering evaluation,BlueRidge was requested to review the following:

23

24 TEP's electric system quality, distribution system reliability indices, and maintenance

25 practices

14 Direct Testimony of Craig A. _Jones at page 77, lines 3-8.

2 II I l l
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1

2

The "used and usefulness" of assets included in the proposed rate base included post-

test year additions (This included a number of projects which were subject to field

3 inspections.)

4

5

6
The Company's peak demand, system energy, and numbers and types of customers

7 System losses

8

9 TEP's construction/capital expenditures since the last rate case

10

11 The purpose of  TEP's expenditures for such issues as growth and reliabil i ty

12 improvement

13

14 Q Overall, what did you find from your evaluation?

15 A.

16

17

18

19

20

Based on my examinations in all areas of the engineeringassessment, I believe the Company's

efforts ate not unreasonable. I believe the Company's level of service appears reasonable.

Based upon the data trends, size of the Company, demographic and geographical conditions,

and statistics examined, the service reliability of the Company is also considered reasonable. I

am reasonably confident that the Company does conduct effective maintenance of the

equipment used to serve customers. Further, based upon the processes described and the

21 statistics presented, the safety program of the Company is considered reasonable. In
22

23

conducting field observations and questioning of Company personnel familiar with projects, I

found that the Company exercised adequate project management and controls on the

24 construction activities .

25

26

27

However, I found that the cost rate that should be charged for the solar power should reflect

the Company's fully allocated cost of the production from the solar project-not the station

Lu
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1

2

3

average as I suspect is used. I would recommend that the Company modify its accounting to

ensure that the fully allocated cost of production from the solar project at the station is

credited such that customers are not subsidizing the costs at the station.

4

5

6

7

8

9

Finally, according to the requirements of the settlement in E-01933A-12-0291, TEP agreed to

meet annually with Staff to review the Company's actual capital spending and future plans for

the upcoming year. I would recommend that these meetings continue as Staff has conveyed

that they were useful in gaining a clearer picture of what the Company was planning for the

upcoming years .

1 0

1 1 Q How was the review structured?

1 2 A.

13

1 4

1 5

1 6

1 7

1 8

1 9

20

Drawing on my experience in performing management audits, exiaminiing operations, and

conducting Held reviews of assets, I structured a review that investigated the items listed

above using a number of management and operational audit techniques. These techniques

are designed to validate that the utility has expertise, processes, and procedures that together

provide a reasonable result for their customers. Our work plan called for submitting specific

data requests and reviewing the Company's responses before interviews and on-site visits.

We also requested interviews covering relevant areas of the Company, performed Held visits

to verify both the existence of an asset and to observe the condition of that asset, performed

analysis of various data, and considered the reasonableness of the Company's efforts overall.

2 1

22

I
23

In order to verify that the processes supporting the above items are appropriate, we also

examined the planning process of the Company.

24

l

I
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TEP'.¢ Electric .S_).rt¢»/ Qualhgr, Diwibudon Jjrtm R:hhb&y Inakkv:andMdnlbnaalce Pfuvdmz

Q What measures did you use to examine the Company's service quality?

A. With respect to service quality, I reviewed the major outages, ACC customer complaints, and

transformer failures. Summarized below is the information regarding these issues of service

quality gathered f rom 2013 through 2015. The data responses include reports that are

1

J

I
1

1(

1]

detailed and indicate the date, time, and duration of major outages, along m`th the number of

customers affected and the cause of the outage. The reports also include how each outage

was reported, and it is notable that some of the outages are indicated by the Company's

Energy Management System and by customers "no power" calls. A review of the causes

c:ited allowed us to discuss (during interviews) how the Company analyzes outages and

responds to them over the long term.

1 ;

Table 1: Service Quality Issues
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1 Q What conclusion did you draw from this information?

2 A.

3

4

As the Table shows, the Company has made significant improvements in both major outages

affecting 200 or more customers and in the reduction of ACC complaints. However,

transformer failures have seenI

5

6

7

8

9

10

_ Based on my review of the cryptic
descriptions contained in the data, Ir is difficult to pinpoint whether corrective actions could

be taken to address this area. I would note that many of the outages are driven by weather

and storms. Restoration times (included in the following discussion) are key. Overall, based

on the data I reviewed and the Held inspections we conducted of the Company's facilities, I

believe the Company's level of service appears reasonable.

1 1

1 2 Q What measures did you use to examine the Company's sem'ce reliability?

13

14 |

A.

1 5

1 6

The electric utility industry uses standardized measures of outage reporting, which have been

defined by the Institute of Electrical and Electronic Engineers ("IEEE") under its standard

number P1366, "Guide for Electric Distribution Reliability Indices." The industry often uses

the following relevant measures:

Customer Average Interruption Duration Index ("CAIDI") is the weighted average
length of an interruption for customers affected during a specified time period

1 7

1 8

1 9
2 0

2 1
2 2
23

2 4

2 5

System Average Interruption Frequency Index ("SAIFI") is the average number of
times that a custo1:ner's power is interrupted during a specified time period

System Average Interruption Duration Index ("SAIDI") is the average duration of
interruptions for customers served during a specified mc period

2 6

2 7

2 8

The IEEE also recognizes the concept of Major Event Days ("MED"), which factors out

events such as hurricanes, tornados, Hoods, and other events that cannot be predicted,

ll



Performance Indices
IEEE Benchmark Standards 2012 2013 2014

CAIDI - 1st Quartile <93 <92 <91
CAIDI - 2nd Quartile 94-110 93-107 92-104
CAIDI - 3rd Quartile 111-130 108-127 105-127
SAIFI - 1st Quartile <.89 <.85 <.86
SAIFI - 2nd Quartile .90-1 .08 .86-1 .08 .87-1 .07
SAIFI - 3rd Quartile 1.09-1 .39 1.09-1.36 1.08-1.33
SAID! - 1st Quartile <93 <85 <86
SAIDI - 2nd Quartile 94-126 86-115 87-115
SAIDI - 3rd Quartile 127-163 116-158 116-159

In d ic e s 2012 2013 2014 Tes t Year
CAIDI 74.66 92.86 80.05 80.23
SAIFI 0.93 0.68 0.71 0.66
SAIDI 69.79 63.50 57.12 53.08
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1

2

avoided, and/or are considered not repeating. There is a specific methodology to identify a

MED atitihnaetically and adjust the statistics.

3

4

5

6

7

8

9

1 0

1 1

1 2

13

Generalized averages for these indices are available,  but  any ut ility's performance must be

evaluated within the context of its demographic and geographic characterist ics. For example,

a suburban ut il ity with a high customer density can of ten respond to an outage much faster

than a rural ut ility (due to shorter navel distances) and, due to the compact conf igurat ion of

its  system, may have inherent  redundancy and more extensive automat ic equipment,  which

will reduce outage t imes. System s with high percentages of  underground equipm ent  m ay

have lower outage rates but may take longer to repair  if  an outage occurs. Condit ions, such

as lightning,  salt  spray,  and birds in a ut il ity's  service terr itory,  may also af fect  the indices,

although the utility can address some of the impact of these condit ions by engineering design

standards.

1 4

15 |
16
17
18
19
20
21
22
23
24
25
26

Table 2: IEEE Performance Indices Benchmark Standards"

2 7 Table 3:  TEP Service Reliability Indices

15 Institute of Electrical and Electronics Engineers (IEEE) Benchmark Year 2015, Results for 2014 Data,
http://grouper.ieee.otg/groups/td/dist/sd/doc/2015-09-Benchmarking-ResuLlts-2014.pd£
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1

2

3

4

With the exception of the 2012 SAIFI index and the 2013 CAIDI index, the Company's

reliability indices are in the 1st quartile of performance. Based upon the data trends, size of

the Company, demographic and geographical conditions, and the above statistics, the service

reliability of the Company is considered reasonable.

5

6 Q Please describe your review of the maintenance practices.

7 A.

8

91
10

1 1

1 2

1 3

1 4

1 5

1 6

My review was two pronged. First, I requested the Company to provide its maintenance

procedures covering transmission and distribution. The Company provided a voluminous set

of documents." I then reviewed with Company management its expectations related to

maintenance practices both in a joint meeting with Company transmission and distribution

managers and operating personnel in the field. With respect to the manuals, I conducted a

high-level review of the information provided on the Eve data disks of information. These

disks contained thousands of documents covering installation and maintenance procedures

for all sorts of equipment in the Company's system. While I did not determine that these

procedures are readily available throughout the Company's maintenance facilities, the fact

that the Company did pull this information together for this data request does provide a level

1 7 of confidence that, when needed, the information is available to Company personnel. I

1 8

1 9 was

20

2 1

22

23

24

25

would note that included in this information were forms that Company personnel would fill

out when a preventive maintenance practice on a particular piece of equipment

performed These forms specified what actions needed to be taken and in what intervals to

effectively maintain the equipment. Included as Exhibit M]M-9, CCP Patrol Criteria is a copy

of a one-page inspection procedure for the Company's distribution facilities. It is a simple

form, but as noted in a footnote to the procedure, it was last revised in February 2015,

obviously suggesting that someone reviewed the procedure within the last 15 months.

Similarly, I have included as Exhibit M_]M-10 a copy of the Company's transmission line

16 Company response to STF 9.006 (Exhibit M]M-5)
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1

2

3

4

patrol inspection procedure. The scope of our review did not include validating that these

procedures are adhered to throughout the Company, but based on the comprehensive nature

of the response and our observations in the Held, I am reasonably confident that the

Company does conduct effective maintenance of the equipment used to serve customers.

5

6 Q. Describe your review of TEP's safety strategies.

7 A. The Company uses a full-time "safety rover" to monitor Company crews and contractors.

8

9

Weekly safety meetings are held and work-specific tailboard sessions are conducted. A

Corporate Safety meeting is held monthly.

1 0

1 1

1 2

13

1 4

TEP characterizes its "Target Zero" safety strategy as "the essential safety policy of the

company?" The Target Zero strategy reflects the Company's stated concern by emphasizing

safety in job design, planning, communication, mutual support/teamwork, task management,

situational awareness, decision making, and deb1:ieEng."8

1 5

1 6 Q . How does TEP compare to the industry in terms of safety?

1 7 A.

1 8

1 9

20

The Company provided its recordable injury rate for years 2013 through 2015. The rates

were 0.96, 1.67, and 0.4, respectively." According to the U.S. Bureau of labor Statistics for

2014, the rate of recordable incidences industry-wide was 2.40 Therefore, the Company is

well below the industry trend.

2 1

22 Q. How would you describe the Company's safety program?

23 A.

24

Based upon the processes described and the above statistics, the safety program of the

Company is consideredreasonable.

17TOP response to STF 5.001 (Exhibit MJM-11).
18 TOP response to STF 5.001 (ExhibitM]M-12).
19 ExhibitM]M-12- TEP response to STF 5.003.
20 Exhibit M]M-13 - TEP response STF 5.002.
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1 The "Usedand U.rg'i1lncJr.f" ofA.r.fet.r

2 Q Please describe your review of the used and usefulness of the Company's assets that it

3 is requesting in rare base.

4 A.

5

6

7

8

9

1 0

Here again, we proceeded with a two-pronged approach: a document review of random

projects that were completed since the last case through the test year ending June 30, 2015, as

well as projects that the Company is including in its two post-test-year plant addition

adjustments-regular plant and renewables2' and Held inspection/observation of select

projects. We randomly selected projects from a list of all the projects that made up the rate

base additions. As part of  our preparation for the field review, we developed a list of

information that would be reviewed prior to going to see the facility.

1 1

1 2 Q What information did you request?

1 3 A.

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

In a data request series, STF 6.01 - 6.25 (Exhibit M]M-14), we provided the Company with a

list of 21 items of information that we wanted to be provided for 25 selected projects. From

this documentation, we selected the facilities that we would visit. The checklist recorded

basic information about the project, such as project number and title, whether it was included

in the approved capital budget, star and end dates, justification, history of estimates, and

actual cost. The checklist also included a section asking more specific questions, such as

whether the assets were visible, operational, and the same as the original scope and whether

Company personnel fully understood the project and identified problems during construction

that either extended the work or increased costs.

22

23 Q

24

Were you satisfied with the Company's response to this request for information about

all these projects?

25 A. Generally, yes.

21 The Companyfs post-test yearplant adds where for additions tdarough 12/31 /15 whilerenewables wouldcover through
12/23 I2016.
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l What were the 25 projects of which you conducted a document review?

2 A.

3

The following is a list of the projects that were included in the ratebase additions from 2012

to 2014.

4

5 Table 4: Summary of Staff Reviewed Projects

TUCSON ELECTRIC POWER COMPANY
Plant In Service by Year Unldzad >$2l\l
January 2012 through Deosmbar2014

38.3%
78.3%

6
19
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31,877,987.37
22,965,741.59
18,312,857.53
8,853,445.62
4,664,576.30
2,780,999.13

46,499,098.72
39,357,876.89
32,s8s,3s1.15
20,245,406.58
19,149,81L56
18,315,795.88
17,804,765.82
10,101,949.71
7,395,505.55
5,916,031.57
5,912,832.99
5,861,820.22
5,503,422.96
5,106,175.84
4,630,650.55
3,386,333.41
z,948,ss0.94
2829505.54
z,z41,3e2.07

5.7%
4. 1%
3.3%
1.6%
0.8%
0.5%
8.3%
7.0%
5.8%
3.6%
3.4%
3.3%
3.2%
1.8%
1.3%
1.1%
1.1%
1.o%
1.0%
0.9%
0.8%
0.6%
0.5%
0.5%
0.4%

5.7%
15.0%
21.8%
28.3%
36.4%
40.2%
50.0%
57.0%
62.8%
56.4%
69.9%
73.1%
76.3%
78.1%
79.4%
80.5%
81.5%
82.6%
83.6%
84.5%
85.3%
89.6%
93.0%
95.0%
98.1%

7

8

9  |

10

As the table shows, we requested and reviewed information for over $345 million of plant

additions. I would note that the Company is seeking to include $645 million of rate base

additions since the last rate case." From this list; we selected 10projects at which to conduct

1 1 Held observations. The following table is a list of those projects.

1 2

22 TOP Application page 4 line 27.

Q
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Table 5: Projects for Field Observation

4
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4e,499,09s.7z
39,357,876.89
32,585,361.15
20,245,406.58
19,149,811.56
18,315,795.88
17,804,765.82
10,101,949.71
5,916,031.57
3,3e6,333.41

What did you conclude from these Bald visits?

4 Based on my observations and questioning of Company personnel Eanniliaur with the projects,

I found that the Company exercised adequate project management and controls on the

construction activities. Company personnel were knowledgeable of the various projects and

very willing to discuss issues concerning the construction and costs. Each project was

completed on time and within budget. I want to express thanks to the Company personnel

10 who coordinated our visit to the sites. They Were forthcoming and candid about each

l l proje ct.

12

13 Did you visit both Gila River and Springexville Generating Stations?

14 0 Yes. Blue Ridge's Joe Freedman and I visited both locations along with the others. ACC

15 Staff Candrea Allen and Matt Connolly participated in the visit to Gila River. Mr. Freedman

16 and I drove from Gila River to Springerville on the afternoon of March 30 (about 200miles) .

17 We met Springerville personnel on the morning of March 31, and then returned to Phoenix.

18 A11 told, wecovered over 800 miles of driving to conduct these Held observations.

19

2

4

3

5

1

6

7

9

8

A

Q

A

Q

8

II
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1 Q Did you have any concerns or questions from your Held observations?

2 A.

3

4

5

6

7

8

9

Yes. When we visited the Springerville Station, I noted that the SGS 10 MW expansion (a

very large renewable solar project) was very remote &on TEP's service area. I questioned

where the output from the solar facilities was going and being used. The Company informed

me that the output was used to power the deep well yields that are providing water to die

station. In response to a data request (STF 13.1 - Exhibit MJM-15), the Company provided a

detailed e@lanadon of the accounting used to record and allocate the amount of solar energy

produced by the solar project at the station. This documentation shows that 100 percent of

the power is accounted for and that each of the four units at the station is allocated 25

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

percent of the Mrs that come from the solar project. However, the Company could not

breakout the exact amount of  the benef it of  the solar project to the station without

substantial effort." Further, the Company said the journal entry of the cost of the power was

charged at the previous month's rate." Which rate is used is unclear. The cost rate that

should be charged for this power should reflect the Company's fully allocated cost of the

production from the solar project-not the station average as I suspect is used. Obviously,

not crediting customers for the full cost of the power from the solar project results in

customers subsidizing energy costs to the station. I would recommend that the Company

modify its accounting to ensure that the fully allocated cost of production from the solar

project at the station is credited."

20

pa The Company said the station usedpower entry that comes from 22 meters located at the stationand that the solar
project is one of those 22 meters.
24 Exhibit M]M-15 Response to STF 15.1
Zs I note thatTEP is in the process of acquiring Unit1.

| IIII

I

II



1,133,846
1,016,329
1,016,470
1,027,281
1,124,216
1,321,349
1,367,161
1,353,850
1,214,982
1,149,239
1,071,563
1,117,889

1,040,001
974,897

1,023,142
989,637

1,087,194
1,336,809
1,453,409
1,389,535
1,296,218
1,283,116
1,135,302
1,140,266

1,159,390
1,019,171
1,144,397
1,146,794
1,273,712
1,444,492
1,628,787
1,659,586
1,471,780
1,303,297
1,217,171
1,297,969

13,914,175 14,149,526 15,766,546

2013 2014 2015
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Demand and .SjutemEnergy

Q- How did you review TEP's system energy?

1

2

3

4

5

6

7

A. I examined the Company's total system energy for the years since the last rate case-2013

through 2015. The following chart illustrates TEP's total system energy (MWI1) by month for

each of the years 2013 through 2015.

Table 6: TEP Total System Energy (in MWh)"

8

9

10

Jan
Feb
Mar
Apr
May11

12

13

Jun
Jul
Aug

sen
act
Nov
Dec

Total

Q . What else did you examine?

14

15

16

17

18

19

20

21

I reviewed the Colnpany's Monthly Peak Load on the system for the same time period. The

Monthly Peak Load in megawatts is shown in the following table.

as TBP FERC Form 1, page 401.

A.

I ill-ll II



1,861
1,814
1,427
1,502
1,745
2,230
2,200
2,194
2,014
1,544
1,168
1,255

1,199
1,197
1,144
1,437
1,890
2,129
2,218
2,047
2,065
1,551
1,183
1,225

1,273
1,068
1,321
1,417
1,795

2,206
2,066
2,214

1,879

1,847
1,161

1,332

2013 2014
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1 Table 7: TEP Monthly Peak Mad"

2
3 zols

4

5

6

7

8

9

10

J an
Feb
Ma r
Ap r

Ma y

J un

J ul
Aug

SeP
OCt
No v
Dec

11

12 Q.

1:

Did you examine the Company's number and types of customers associated wl'th the

energy output?

14 Yes. Reflecting the same three-year period, the following chart lists both the average number

of customers per year for each customer doss and the megawatt hours sold to each customer15

16 c la s s .

17

18

19

20

Table 8: MWh and # of Customers by Rate Class"

2,014
MWh Sold Ave # Cust
3,725,982 374,203
2,169,897 38,079
3,235,418 608

33,057 1,858

2013
MWh Sold

2015
MWh Sold Ave # Cust

21

22

Residential

Commercial

Industrial

Lighting

Other Public

3,866,666
2,076,546
3,192,809

32,350
110,549

Ave at Cust
370,879
37,050

625
939
18

3,124,403
2,123,607
3,172,435

32,624

376,439
38,252

592
1,857

23

24

25

Q. Why does 2013 have an ume customer class?

A.

26

The prior rate case Bled in 2012, was settled by Decision No. 73912, of the Commission.

Prior to the rate case, the "Other Public" class was in effect. New rates became effective by

27 TE1J  FERC Form 1, page 401.
z8 TEP  FERC Form 1, page 154.

A.

l l



873,388 824,479 809,142

2013

409,286
464,102

2014

325,999
498,480

2015

365,108
444,034
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1

2

order of the Commission on Judy 1, 2013. Therefore, the table above includes the Other

Public classification that was in effect for the first half of 2013.

3

4 Q.

5

What conclusions did you draw concerning the Company's peak demand, system

energy, and the number and types of customers?

6 A. No unusual results were found.

7

8

9 Did you examine the Company's system line losses?

1 0

.S_}f.rtem LineLo.t.reJ

Q .

A . Yes. I reviewed both the method of the Company's estimation of l ine losses and the actual

1 1 losses in MWhs.

1 2

1 3 Q. What did you End in your examination?

1 4 A.

1 5

1 6

The Company explained how they estimated losses for their 345 kV lines (2 percent), 138 kV

lines (3 percent), transformer (0.3 percent), and distribution (6 percent). The total system

losses were estimated to be approximately 11 percent."

1 7

The following Chan shows actual line losses reported in years 2013 through 2015 in megawatt1 8

1 9

2 0

2 1

hours.

Table 9: TEP Line Losses (in MWh)3°

2 2
2 3
2 4
2 5
2 6

Losses

Transmission

Distribution

Total
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29 Exhibit M]M-1'7 TEP response to UDR 1.001, Scheddes G8cH Support.
to Exhibit M]M-16 'REPresponseto STF 9.007.
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2012 2013 z014
Year to

Date 2015
To ta l

Cap Ex ($ millions) $130 $117 $127 $117 $491
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1 Q. What did you conclude regarding the Company's system line losses?

2

3

A. No unusual results were found.

4 C̀0n.rz'n¢dion / Cqpifa/ Eagbenditumf

5

6

Q- What have you observed regarding TEP's construction / capital expenditures since

the last rate case?

7 A.

8

9

10

Company Witness Gray briefly describes TOP's capital expenditures since the last rate case in

Docket No. E-01933A-12-0291 for Transmission (1), Distribution (D), and

Communications. She states that the Company invested a total of $491 million in T8zD and

Communications." The rate of spending by year is as follows:

11

12 Table 10: Capital Expenditures Rate of Spending

13

This rate denotes a clear picture of the magnitude of expenditures.14

15

16

17

Q Please explain.

A. In reviewing Ms. Gray's workpapers, I found a Company-prepared chart that showed total

Company expenditures from January 1, 2012, mg June 30, 2015-the end of the test year.

That chart shows capital expenditures of $1.317 billion, which includes the major acquisition

costs associated vlnlth Gila River and Springerwille. I present that chart below.

18

19

20

2 1

31 Direct Testimony of Susan Gray at page 18, Lines 21.
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TEPCumulative Capital Investment by Category
1/1/2013 to 6/30/2015

(S millions)

$38

•
FUtility Scale Solar Generation

I Gila River Acquisition

I SGS Unit l & CoalHandling Facilities

l Generation - Maintenance

I IT and Communications

I Transmission

Is Distribution

i Other

Redacted Direct Testimony of Michaels. McGancy, Sr.
Docket Nos. E-01933A-15-0322 et al.
Page 29

l Figure 1: TEP Cumulative Capital Investment

2
3 Source - UDR 1.001 - Gray Wonkpapers  C - TEP  Capita l expenditures  (Exhibit lvUM-18)

4

5 Q Do you have any concerns regarding the rate of spending for any of these categories?

6 A. No. However, it is important to report one certain issue for the Commission.

7

8 Q Please continue.

9 A.

1 0

1 1

According to the requirements of the settlement in E-01933A-12-0291, TOP agreed to meet

annually with Staff to review the Company's actual capital spending and future plans for the

Meetings with Staff  were held M December 2014 and then again in

1 2

upcoming year.

December 2015. Information presented in these meetings is consistent with what the

13 Company has overall included for recovery in current rate base. I would recommend that

1 4

1 5

these meetings continue as Staff has conveyed that they were useful in gaining a clearer

picture of what the Company was planning for the upcoming years.

1 6

I
III
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Expenditure: in Gmwtb and Rcliahi/fy Ifnpmvemcnt

Q, Did you review TEP's planned expenditures in growth and reliability improvement?

A. Ye s .

Q Please explain what you found?

1

2

3

4

5

6

7

8

9

10

The Company has spent $68.3 million since the last rate case on growth (i.e., new business),

and $371.0 million on projects directly attributable to maintaining or improving reliability.

The table below shows the rate of spending for each category.

Table 11: Improvement Expenditures

l l

As I mentioned earlier, vnlth the rate of spending that TEP has committed to in the past, I

believe it is appropriate that the Company and Staff continue to meet annually. A free

exchange of information will keep both parties from being surprised in the next case.

1 2

13

1 4

1 5

1 6

1 7

1 8

Q. Does this conclude your direct testimony?

A.

A.

Ye s , it doe s .
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Michael J. McG2my, Sr. Experience and Qualifications Professional

Summary

Mr.
sectors. He has been a project manager of numerous rate case and management audit reviews for
commissions and public advocates in addition to testifying in a number of jurisdictions. He is
knowledgeable and well-versed in the issues facing the energy industry with respect to renewable
energy resources, alternative rate plans, cost unbundliiug, rate case management, and regulatory
affairs. His regulatory auditing and affairs experience includes managing rate case audits and
managing rate cases for commissions, attorney general offices, and consumer advocates. I n
addition, Mr. McGau:l:y has conducted over 30 management and operational audits which, in most
cases, evaluated management decisions and actions in light of information that was known to utility
executives and managers at the time decisions were made or actions were taken. Topics of these
included fuel procurement, environmental compliance strategy, customer service, renewable energy,
and others.

McGanly's professional experience spans thirty-three years witbiln the private and public

Selected Fhofessional Ezqzerience

Regulatory and Rate Cases

Mr. McGan:y has worked with clients to manage all aspects of the regulatory and rate case
process. He has developed efficient processes to prepare supporting analyses and testimony for
submission to the regulatory bodies and interveners. He is a seasoned project manager and has
analytical expertise to respond to interrogatories and data requests from all rate case interveners in a
timely manner. Mr. McGarl:y has assisted a number of clients in preparing revenue requirement and
cost of service analyses. He has also developed rate structure and billing determinant information
analyses, time of day and interruptible rates analyses, fuel and purchased power reports, and annual
wholesale rates for member cooperatives. He has developed complex revenue requirement models
to present alternative positions to a us]ity's proposed rate request.

On behalf of the Arizona Corporation Commission, Docket No. E_04204A-15-0142,
in the matter of the application of UNS Electdc, Inc. (UNSE) for the establishment
of just and reasonable rates and charges designed to realize a reasonable rate of
return on the fair value of the properties of UNSE devoted to its operations
throughout the State of Arizona and for related approvals. April 2015-Present.
Consulting Partner. Conducted analysis of components of the Company's proposed
revenue requirement proforma adjustment.

On behalf of the District of Columbia Public Service Commission (DCPSC), Fonunal
Case No. 1106: Ki The Matter Of The Investigation of Washington Gas Light
Company's (WGL) Interruptible Service Customer Class, the operation of WGL's
Distribution Charge Adjustment, How WGL's Class Cost of Service Study Accounts
For Revenues From Certain Classes Of  Customers, the proper design of
Interruptible Service Rates, and related issues, February 2014-present. Lead
Consultant and Assistant Project Manager. Provided assistance with management of
the team and schedule as well as providing support to lead consultants in their review
of customer class cost of service issues.

II ll
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On behalf of the Michigan Attorney General, Case No. 17496: In the Matter of the
application of Consumers Energy Company for approval of long-term power
purchase auction procedures. February-April 2014. Project Manager and Tesfifiins
Witness. Reviewed the company application, other documents Filed in the case,
including DRe, and relevant sections of the Michigan Code of Laws in preparation
for tiling expert witness testimony regarding the reasonableness and prudence of the
company's proposed long-term power purchase auction procedure.

On behalf of the Georgia Public Service Commission, Docket No. 36989, Georgia
Power Company's 2013 general rare case, June-November 2013. Project Manager
and Testifying Witness. Led a team of consultants providing advisory services to the
Commission staff with analysis of fossil fuel O8cM, environmental capital cost and
compliance, and transmission and distribution system costs. Provided written
testimony in support of Staffs position on those issues.

On behalf of the District of Columbia Public Service Commission (DCPSC), Formal
Case No. 1103: In the Matter of the Application of the Potomac Electric Power
Company (Pep co) for Authority to Increase Existing Retail Rates and Charges for
Electric Distribution Service, June 2013-Jdy 2014. Assistant Project Manager.
Advised Commissioners and SMf on proposed revenue requirements, rate base, rate
design, reliability projects, and cost recovery mechanism.

On behalf of the Arizona Corporation Commission, Docket No. E-04204A-12-0504,
in the matter of the application of UNS Electric, Inc. (UNSE) for the establishment
of just and reasonable rates and charges designed to realize a reasonable rate of
return on the fair value of the properties of UNSE devoted to its operations
throughout the State of Arizona and for related approvals. April-November 2013.
Project Manager and Testifying Witness. Oversaw analysis and assessment of the
company's proposed cost of serv ice and rate design, and energy eff iciency
mechanisms. Provided written testimony in support of Staffs position regarding
energy efficiency mechanisms and cost adjustors.

On behalf of Central Hudson Gas and Electric Corporation to'provide assessment
of its business case for the replacement of its legacy information systems platforms.
_]january~March 2013. Project Manager and Lead Consultant Provide review and
comment on company testimony to be submitted in context of the Company's
general rate case which seeks concurrence and/or approval of its proposed business
case.

On behalf of the Staff of the Delaware Public Service Commission, Docket No. 12-
546, Delmarva Power 8: Light for an increase in gas base rates. February-December
2013. Project Manager and Testifying Witness. Reviewed, analyzed, and evaluated the
Company's proposed gas main extension policy as to the need, cost benefits, and the
equity of distribution of costs and provided expert witness testimony on those issues.

On behalf of the Attorney General of the State of Michigan, Case No. U-15768.
Detroit Edison Company. October 2012-May 2013. Project Manager and Testifying
Witness. Supported the Attorney General of the State of Michigan (MIAG) with
analysis and/or testimony. Issues included: prudence of AMI investments, expenses,
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and cost/benefits; partial and interim rate relief; acquisitions; revenue requirements;
revenue decoupling; cost of service; revenue allocation; and rate design.

On behalf of the Staff of the Arizona Corporation Commission, Docket No. 12-
0291: Application of Tucson Electric Power Company for ]use and Reasonable rates
and charges to realize a reasonable rate of return in Arizona, before the AZCC.
August 2012.]une 2013. Project Manager and Testifyling Witness. Oversaw analysis
and assessment of the company's proposed cost of service and rate design, cost of
capital and return on equity, and energy efficiency mechanisms. Provided written
testimony in support of Staffs position regarding energy efficiency mechanisms and
environmental compliance adjustor.

On behalf of the Dismlct of Columbia Public Service Commission (DCPSC), Formal
Case No. 1093: In the Matter of the Investigation into the Reasonableness of
Washington Gas Light Company's (WGL) Easting Rates and charges for Gas

Service. July 2011-July 2013. Assistant Project Manager and Lead Consultant
Participated on a team of consultants providing advisory services to Commissioners
and Staff on proposed revenue requirements, rate base, and rate design. Team
analyzed revenue requirements, fuel costs, uncollectibles, environmental issues
affecting rate base, inventory adjustments, plant in service, construction work in
progress, research and development issues, safety initiatives, a£E]iate allocations, and
energy funds.

On behalf of the Staff of the DEPSC, Docket No. 11-528: in the matter of the
application DPL for approval of modifications to its electric base rates, January-July
2012. Project Manager. Oversaw rate case analysis and assessment of company's
proposed inter-company allocations.

On behalf of the District of Columbia Public Service Commission (DCPSC), Formal
Case No. 1087: In the Matter of the Application of the Potomac Electric Power
Company (Pep co) for Authority to Increase Existing Retail Rates and Charges for
Electric Distribution Service, September 2011-December 2012. Project Manager and
Lead Consultant Adv ised Commissioners and Staf f  on proposed revenue
requirements, rate base, rate design, reliabil i ty projects, and cost recovery
mechanism.

Before the Arizona Corporation Commission, Docket No. 11-0224, Arizona Public
Service Company Rate Case, ]ugly 2011-March 2012. Project Manager and Testifyio
Witness. AnaLllyzed the Company's proposed Infrastructure Tracking Mechanism,
power supply adjustor, and tariffs. Testimony filed in November 2011.

On behalf of the North Dakota Public Service Commission (NDPSC), Case No.
PU-10-657/PU-11-55: Norther States Power Company (NSP) 2011 and 2012
Request for Authority to Increase Electric Rates in North Dakota, April-October
2011 . Project Manager and Twdfying Witness. Led a team of consultants engaged to
review NSP's proposed adjustments, rate base, revenues and expenses, arE]iate
transactions and allocations, revenue requirement, cost of capital, and cost of service
and rate design. Evaluated NSP's proposed revenue requirement and testified before
the NDPSC to proposed adjustments to the revenue requirements Bled by the
company in its application.
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On behalf of the City of Kansas City, Case No. HR-2011-0241: Veolia Energy
Company (Veolia) 2011 and 2012 Request for Authority to Increase Electric Rates in
Missouri, July-September 2011. Project Manager and TesUfying Witness. Led a team
of consultants elngaed to review Veolia's proposed adjustments, rate base, revenues
and expenses, affiliate transactions and allocations, revenue requirement, cost of
capital, and cost of service and rate design. Evaluated Veolia's proposed revenue
requirement and testified before the Missouri Public Service Commission to
proposed adjustments ro the revenue requirements Bled by the company in its
application.

On behalf of the Attorney General of the State of Michigan MMG), Case No. U-
16472: In the matter of the application of Detroit Edison for authority to increase its
rates, amend its rate schedules and rules governing the distribution and supply of
electric energy, and for miscellaneous accounting authority, February 2011-April
2014. Project Manager and Testifying Witness. Review of Advanced Metering
Infrastructure program cost benefits and tariffs filed and testifying witness to same.

On behalf of the CTPURA, Docket #10-02-13: Application of Aquarion Water
Company to Amend its Rate Scheddes, App-August 2010. Project Manager.
Oversaw rate case analyds and assessment of company's proposed revenue
requirement specifically related to cash working capital and test year expenses.
Assisted with analysis of specific issues and preparation of Commission's
recommended decision.

On behalf of the Staff of the DEPSC, Docket No. 09-414: in the Matter of the
application of DPL for approval of modifications to its electric base rates, September
2009-May 2010. Project Manager. Oversaw rate case analysis and assessment of
company's proposed revenue requirement. Assisted with analysis of specific issues
and preparation of witness testimony.

On behalf of the DCPSC, Formal Case No. 1076: In the Matter of the Application
of Pep co for Authority to Increase Existing Retail Rates and Charges for Electric
Distribution Service, July 2009~]une 2010. Project Manager. Advised Commission
Staff on the Company's and intervener's filings and testimony regarding revenue
requirements, rate base, cost of service, rate design, bill stabilization, and
depreciation.

On behalf of the UTDPU, Docket No. 09-035-23: In the Matter of the Application
of RMP for Authority to Increase its Retail Electric Utility Service Rates in Utah and
for Approval of its Proposed Electric Service Schedules and Electric Service
Regulations, June 2009-February 2010. Project Manager and Testifyiing Witness.
Verified the reasonableness of the revenue requirements as provided by the company
in its application and testified before the Public Service Commission of Utah.

On behalf of the Staff of the Maryland Public Service Commission (MDPSC), Case
No. 9092/9093 (Phase II): Base Rate Proceeding for Pep co and DPL, December-
March 2008. Project Manager and Testifying Witness. Provided rebuttal testimony
on behalf of the Commission related to the reasonableness of the costs and charges
of Pep co Holdings, Inc. Service Company.

Ill
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On behalf of the Ohio Hospital Association, Case No. 08-0917-EL-SSG: In the
matter of the Application of American Electric Power of Ohio for authority to
increase rates for distribution of electric service. Provided expertise to the
association's attorney in negotiating rate with American Electric Power, September
2008-March 2009. Evaluated revenue and rate impact on member hospitals.

On behalf of the MIAG, Case No U-15244: In the matter of the application of
Detroit Edison (DetEd) for authority to increase its electric base rates, September
2007-October 2008. Project Manager and Testifying Witness. Testified regarding
revenue requirements.

On behalf of the Ohio Schools Council, CaseNo. 07-0551-EL-UNC: In the matter
of the Application of FirstEnergy Ohio (and its operating companies Ohio Edison,
Cleveland Electric, and Toledo Edison) for authority to increase rates for
distribution service, motif certain accounting practices and for tariff approval,
August 2007-April 2008. Project Manager. Hired by Ohio Schools Council's attorney
for utility matters (Bricker and Fickler, ILL) to provide industry expertise in
reviewing FirstEnergy's application with respect to cost of service and rate design
and the resulting impact on Council's member school systems' energy costs.

On behalf of the MIAG, Case No. U-15245: In the matter of the application of
Consumers Energy Company (CECO) for authority to increase its rates for the
generation and distribution of electricity and for other relief, Judy 2007-April 2008.
Project Manager and Testifying Witness. Provided expert testimony on partial and
interim rate relief, CECO's decision to acquire Zeeland Power Company from
Broadway Gen Funding LLC. Provided testimony in permanent phase to reduce
company's net operating income to more closely reflect the expected costs in 2008.

On behalf of the City of Cincinnati, Case No. 06-0986-EL-UNC: In the matter of
the Application of Duke Energy Ohio, Inc., to modify its market-based standard
service offer, May-August 2007. Project Manager. Hired by City of Cincinnati's
Water and Sewer District attorney for utility matters (Bricker and Fickler, LLP) to
provide industry expertise in revierwling the Company's proposal and impact on City's
project energy costs. ,

On behalf of the MIAG, Case No U-15190: In Base Rate Proceeding for CECO,
March-September 2007. Project Manager. Reviewed the revenue decoupling
proposal and supported the witness testimony.

Technical consultant for the DCPSC in the matter of Pepco's request for a $50.4
million increase in base rates (Formal Case No. 1053), February 2007-june 2008.
Project Manager. Provide technical expertise to Commission in evaluating the
Company's rate case Bling. Commission accepted adjustments which reduced the
allowed increase by a significant percentage.

On behalf of the Staff of the MDPSC, Case No. 9092: Base Rate Proceeding for
Pep co, January-june 2007. Project Manager. Reviewed and analyzed company's base
increase request and all pro forms, adjustments to test year revenue requirement and
supported witness testimony. Commission approved less titan 20% of Company's
original request



01:1 behalf of the Consumer Advocate of the Province of Nova Scotia, Case No. P
888: Base rate proceeding of Nova Scotia Power, December 2006-March 2007
Project Manager and Testifying Witness. Provided an evaluation of a management
audit of Nova Scotia Power and that report's usefulness to assess the Compaq
management performance and operational efficiency within the context of that
proceeding.

On behalf of the Staff of the DEPSC, Docket No. 06-284: in the matter of DPL's
request for a $15M increase in gas base rates, October 2006-March 2007. Project
Manager and Testifyling Witness. Testif ied on several rate base and revenue
requirement issues. Recommended Commission reduce proposed rate increase
request to $8.4M (56%).

On behalf  of  the Staf f  of  the MDPSC, Case No. 9062: In the matter of  the
application of Chesapeake Utilities Corporation for authority to revise its rates and
charges for gas service, May-October 2006. Project Manager. Managed a project
team responsible for providing expert witness testimony in the areas of revenue
requirements, rate base, cost of service, revenue allocation, rate design, revenue
normalization, and cost of capital.

On behalf of the MIAG, Case No. U-14547: In the matter of the application of
CECO for authority to increase rates for the distribution of natural gas and for other
relief, December 2005-April 2006. Expert Witness and Project Manager. Provided
analysis, recommended adjustments, and Bled testimony for the Attorney General on
CECO's proposed increase to base rates.

On behalf of the Illinois Citizens Utility Board, Cook County State's Attome
Office and City of Chicago, Case: 05-0597, November 2005-May 2006. Project
Manager and Testifying Witness. Provided analysis and recommended adjustments in
the general rate increase of 20.1% or $520 million Bled by Commonwealth Edison
Company.

On behalf of the MIAG, Case No. U-14347. Consumers Energy Company. April
September 2005. Project Manager. Supposed the MIAG with anal
for testimony before the Commission.

On behalf of the DCPSC Formal Case No. 1032° In the Matter of the Investigation
into Pepco's Distribution Service Rates, January-March 2005. Project Manager
Review and evaluation of Pep co compliance Filings for class cost of service and
revenue requirements for distribution service pursuant to a settlement approved in
May 2002. Provided analysis and recommended adjustments to Staff on 23
designated issues and 13 Company proposed adjustments. Proceeding was settled in
anticipation of a full rate case for rates to be effective August 8, 2007

On behalf of the DCPSC, Formal Case No. 1016: In the Matter of the Application
of Washington Gas Light Company (WGL), District of Columbia Division, for
Authority to Increase Existing Rates and Charges for Gas Service, June-December
2003. Project Manager and Consultant to Commissioners and Staff Project Manager
for the analysis of WGL's rate Filings. Provided analysis and recommended
adjustments to the DCPSC Staff on WGL's proposed increase to base rates. Advised
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the Commission during deliberations on party positions and possible
recommendations.

Consdtant to Ameren UE. Conducted revenue requirement analysis in preparation
of Missouri Public Service Commission compliance Filing to in-bundle utility's rate
tariffs. Prepared the Blind requirements and all support scheddes analysis to justify
allocations of generation, transmission and distribution.

Advised South Carolina State Senator on regulatory process for requesting States
Public Service Commission for a comprehensive review of Duke Power Company's
storm and restoration and right of way management Reviewed and advised Senator
of results of report finding.

NYPSC, Case' 97-M-0567, Commission Staff. litigated proceeding to determine the
benefits of a proposed merger of LILCO/Brooklyn Union Gas. Analyzed proposed
synergy savings.

NYPSC, Case: 96-E-0132, Show Cause Proceeding Regarding Rate Relief for
Ratepayers of  LILCO, Commission Staf f  and Testi fying W itness. l i t igated
proceeding where Staff proffered testimony containing a benchmark study showing
that LILCO's operations and maintenance expenses were excessive compared to a
peer group of 24 utilities. Panel testimony concerning the Endings and conclusions
resulting from the benchmark study.

Before the Hawaii Public Utilities Commission, Docket No. 05-0075: In the matter
of a proceeding to investigate Kauai Island Utility Coop's Proposed Revised
Integrated Resource Plan and Demand Side Management Framework, ]une-
November 2005. Project Manager. Managed a team of consultants responsible for
evaluating the impact of the changes proposed by the Company.

Cost Allocation, Cost of Service, and Rate Design

MPSC Case No. U-17688, on behalf of the Michigan Attorney General in the matter
of the MPSC's own motion to commence a proceeding to implement certain recently
enacted provisions of Public Act 169. October 2014 to present. Project Manager
and Testifying Witness. Analyzed and testified before the Commission regarding
Consumer Energy's application with respect to proposed charges to cost allocation
methodologies among various customer classes and rate design methods

MPSC Case No. U-17689, on behalf of the Michigan Attorney General in the matter
of the MIPSC's own motion to commence a proceeding to implement certain recently
enacted provisions of Public Act 169. October 2014 to present Project Manager
and Testifying Witness. Analyzed and testilid before the Commission regarding
DTE Energy Company's application with respect to proposed changes to cost
allocation methodologies among various customer classes and rate design methods.

Hedging

On behalf of the Public Advocate for the State of Nebraska in the matter of Black
Hills Energy/NE's application to implement a long term hedge using a cost of
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service approach for up to 50% of the Emu demand of Nebraska customers (Docket
No. NG-0086). Testified before the Nebraska Public Service Commission on the
concerns of moving to a cost of service approach including shifting of risk of
excessive costs to ratepayers, the inability of the Commission and Public Advocate to
have the expertise to provide adequate oversight of an in-re»guLlated business venture
@.e., gas well drilling and production), and inappropriate cost of capital and debt
structure to be applied to calculation of costs to be charged ratepayers.

On behalf of the Vermont Public Service Department in the matter of the review of
filings made by Vermont Gas Systems (VGS) pursuant to its Alternative Regulation
Plan, September 2013-2015. Project Manager. Led a team of consultants in reviewing
VGS's hedging and benchmarking information to ascertain company practices and
provide recommendations to improve strategy and credit risk level.

Before the Utah Division of Public Utilities (UTDPU), Docket No. 09-035-15: In
the Matter of the Application of Rocky Mountain Power (RMP) for Approval of its
Proposed Energy Cost Adjustment Mechanism (ECAM - Net Power Cost
Evaluation (NPC), RMP 2009 General Rate Case, July-December 2009. Project
Manager and Testifying Witness. Analyzed the reasonableness and technical accuracy
of the RMP's NPC request, performed a comprehensive review of the Company's
NPC estimate and developed recommendations to ensure an accurate baseline for
the ECAM, analyzed special issues addressed in the NPC portion of the case,
analyzed the Company's fuel price hedging policies and provided recommendations
appropriate for the ECAM, and reviewed intervener NPC issues as well as analyziil
additional issues as raised by the Company and testified to hedging issues.

On behalf of the Staff of the Delaware Public Service Commission (DEPSC),
Docket No. 07-239F: In the matter of the application of Delaware Power & Light
(DPL) for approval of modifications to its gas cost rates, October 2007-April 2008.
Project Manager and Testifylirm Witness. Oversaw review of DPL gas hedging
program.

On behalf  of  the Staf f  of  the DEPSC, Docket No. 06-287: In the matter of
Chesapeake Gas Corporation's implementation of a Gas Hedging program, June-
August 2007. Project Manager. Provided industry expertise and suggestions to the
Commission on a proposal plan to implement a gas h¢<1git18 procurement program at
the Company.

Power, End 8: Gasigst Recovery

Supported the Michigan Attorney General (MIAG) vln'th analysis and/or testimony in Power
Supply (PSCR) and Gas Cost Recovery (GCR) cases. Issues included: prior year under-recovery of
power supply costs, under-recovery of cumulative Pension Equalization Mechanism costs, over-
refund of the companies' residual Self-Implementation Refund, the companies' claimed credit to
PSCR costs related to credit claimed by a£Eliate, regulatory asset recovery surcharges asset and
liability balance resulting in over recovery, Reduced Emissions Fuel (REF) prudence and calculation
of REF impacts, generation dispatch and purchased power, purchased power agreements, emission
control expenses including appropriateness of mercury Elder expenses and coal refinement expenses,
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transfer price for renewable energy sources, replacement power costs, inclusion of excess fuel and
variable O8cM expenses proffered by various interveners, KaLrn 1 outage delay and Rate E-1
discount recovery, and hedging on gas procurement;

Case No. U-17095-R. Consumers Energy Company 2013 PSCR Plan reconciliation.
July-November 2014. Project Manager and Testifying Witness.
Case No. U-17097-R. Detroit Edison Company 2013 PSCR Plan reconciliation. July-
Nov 2014. Project Manager and Testifying Witness.
Case No. U-17319. Detroit Edison Company 2014 PSCR Plan. February-August
2014. Project Manager and Testifying Witness.
Case No. U-16892-R. Detroit Edison Company 2012 PSCR Plan reconciliation.
May-December 2013. Project Manager and Testifyling Witness.
Case No. U-17097. Detroit Edison Company 2013 PSCR Plan. February-April 2013.
Project Manager and Testifying W/itness.
Case No. U-16434-R. Detroit Edison Company 2011 PSCR Plan reconciliation. June
2012-February 2013. Project Manager and Testifying Witness.
Case No. U-16892. Detroit Edison Company 2012 PSCR Plan. November 2011-May
2012. Project manager and Testifying Witness.
Case No. U~16047-R. Detroit Edison Company 2010 PSCR Plan reconciliation.
August 2011-March 2012. Project Manager and Testifylilng Witness.
Case No. U-16432. Consumers Energy Company 2011 PSCR Plan. February-june
2011. Project Manager.
Case No. U-16434. Detroit Edison Company 2011 PSCR Plan. February-June 2011.
Project Manager and Testifyling Witness.
Case No. U-15675-R Consumers Energy Company 2009 PSCR Plan reconciliation.
October 2010-january 2011. Project Manager and Testifying Witness.
Case No. U-15677-R. Detroit Edison Company 2009 PSCR Plan reconciliation.
September-December 2010. Project Manager and Testifyling Witness.
Case No. U-16047. Detroit Edison Company 2010 PSCR Plan. _January-May 2010.
Project manager and Testifying Witness.
Case No. U-15415-R. Consumers Energy Company 2008 PSCR Plan reconciliation.
May-November 2009. Project Manager and Testifying Wifness.
Case No. U-15677. Detroit Edison Company 2009 PSCR Plan. January-June 2009.
Project Manager.
Case No. U-15415. Consumers Energy Company 2008 PSCR Plan. _January-March
2008. Project Manager.
Case No. U-15320. Midland Cogeneration Venture Limited Partnership MQW
elimination of "availability caps" which limit Consumers Energy Compa.ny's recovery
of capacity payments m`th respect to its power purchase agreement with MCV.
October 2007-June 2008. Project Manager.
Case No U-15040. Michian Gas Utilities Corporation 2007/08 GCR Plan. March-
August 2007. Project Manager and Testifying Witness.
Case No. U-15001. Consumers Energy Company 2007 PSCR Plan. November 2006-
August 2007. Project Manager and Testifying Witness.
Case No. U-14701-R. Consumers Energy Company 2006 PSCR Plan reconciliation.
June-November 2007. Project Manner and Testifying Witness.

I
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Audits -_utility Man_agement_ and 0p<=r4i0na1

Mr. McGa.n:y has conducted comprehensive management and operational audits of investor-
owned energy, telecommunications, and water utilities, including audits on most functions within the
utility environment including affiliates transactions, capital and operating budget processes and
practices, crew operations, commodity trading, construction program practices, corporate
governance, demand side management, distribution operations and maintenance, fuel procurement,
intennad auditing, strategic planning, and supply chain management.

On behalf of the Connecticut Public Utilities Regulatory Authority, Diagnostic
Management Audit of all functions of Yankee Gas Services Company. June 2014~
present. Co-Project Manager.

On behalf of the Maine Public Utilities Commission. Management audit of Central
Maine Power Company's (CMP) Advanced Metering Infrastructure (AMI) project in
Docket No. 2015-00168, September 2013-Apri12014. Project Manager. Led team of
consultants to assess the effectiveness of Central Maine Power Cornpany"s AMI
project management, compliance with Commission directives, the estimated versus
actual cost and savings, and the program's capabilities.

On behalf of the Public Advocate of Nebraska, Nebraska PSC. Assistant Project
Manager. Supported the Public Advocate with a review of the adjustment to
customer charges to reflect the company"s infrastructure system replacement cost
recovery charge.

NEPSC Application No. NG-0074, Black Hil ls/Nebraska Gas Uti l i ty
Company, LLC, d/b/a Black Hills Energy, July-November 2013.
NEPSC Application No. NG-0072, SourceGas Distribution, LLC, March
2013-May 2013.

On behalf  of  the Staf f  of the Public Util ities Commission of Ohio
Assistant Project Manager. Participated on a team of consultants engaged to review
and ensure the accuracy and reasonableness of the Companies' compliance with its
Commission-approved in6:astructure cost recovery rider Elirus. The review included
a detailed mathematical verification and validation of the support of the riders'
revenue requirements model, development of sensitivity analysis that supported the
PPS sampling techniques used to isolate specific plant work order for further testing.

Case No. 12-2855~EL-RDR: Delivery Capital Recovery (DCR) Rider Audit
of Ohio Edison Company, The Cleveland Electric Illuminating Company,
and The Toledo Edison Company (collectively, Companies), December
2012-Judy 2013.
Case No. 11-5428-EL-RDR: DCR Rider Audit of Ohio Edison Company,
The Cleveland Electric Illuminating Company, and The Toledo Edison
Company (collectively, Companies), November 2011-May 2012.

On behalf of the Massachusetts Deparunenr of Public Utilities, Case No. D.P.U. 08-
110: Regarding the Petition and Complaint of the Massachusetts Attorney General
for an Audit of New England Gas Company, February-August 2010. Project

(PUCO).
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Manager. Managed a project team of accountants and industry specialists who were
responsible for evaluating the accuracy of the accounting records, practices and
procedures used in the development of the Company's revenue requirements
calculations in the Company's base rate request

On behalf of the Staff of the Public Utilities Regulatory Authority of Connecticut
Docket (CTPURA) #07-07-01 Diagnostic Management Audit of Connecticut Light
& Power Company, July 2008-_june 2009. Project Manager. Performed overall day to
day project management responsibilities to conduct a diagnostic management audit
of the Connecticut Light & Power Company (€I,&1=l. Managed a project team of
accountants, engineers and industry specialists who were responsible for evaluating
the effectiveness of the management and operations of all aspects of the company.
In addition, managed a focused prudence review of Northeast Utilities' (CLaP's
parent company) development and implementation of  a $122M customer
information system known as CustomerCentrai or CO.

On behalf of the Staff of the Public Utilities Commission of Ohio. Project Manager.
Oversaw multi-discipline team of accountants, auditors, engineers and analysts to
conduct a comprehensive rate case audit of the Company's gas base rate Blind.
Prima.ty goal of project was to validate information in Blind, provide Bndings
conclusions and recommendations concerning the reliability of information and data
in the Blind and support Staff in its evaluation of the reasonableness of the Blind.

Case #08-0072-GA-AIR: Columbia Gas of Ohio, April-August 2008
Case #07-0829-GA-AIR: Dominion East Ohio, November 2007-Jdy 2008
Case #07-0589-GA-AIR: Duke Energy Ohio, November 2007-Februrary
2008

Co-sponsored between NW Natural, Oregon Public Utilities Commission (ORPUC)
Staff, Northwest Industrial Gas Users, Citizens Utility Board, Docket No. UP205:
Examination of NW Natural's Rate Base and ArE]iated Interests Issues, August
2005»]anuary 2006. Project Manager. Led a team that conducted a management audit
of NW Natural Gas that included an evaluation of rate base issues for Financial
Instruments (gas and Financial hedging) Deferred Taxes, Tax Credits, Cost for a
Distribution System, Security Issuance Costs and AFUDC calcdations as well as
ArE]iate Transactions for Cost Allocations and Transfer Pricing, Labor Loading,
Segregation of Regulated Rate Base and Subsidiary Investments and Properties, and
validation of tax paid from/to affiliates are proper. Audit was to ensure Company
compliance with orders, rules and regulations of the ORPUC, with Company policy
and with Generally Accepted Accounting Principles .

Consultant. As pan of a team that conducted a comprehensive management audit of
the management and operations of Southern Connecticut Gas, completed the capital
budgeting area of the audit.

Focused review of the preparedness of Rochester Gas and Electric (RG8cE) and
Consolidated Edison (ConEd) for competition in the electric industry. Evaluated all
aspects of the company's management actions to prepare for competition including
strategic planning, goals and objectives and senior 1:nanagement's attention to the
company operations in a De-reguiated industry

x
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New York Public Service Commission (NYPSC), Case 93-E-0918: Operational
Audit of the Demand Side Management Function at RG8cE, Commission Star
Comprehensive operational audit of the demand side management function
including program planning, management and energy savings verification. Developed
and supervised the implementation of the work plan.

NYPSC, Case 92-W-0030: Operational Audit of Jamaica Water Operations and
Management, Commission Star Comprehensive management audit of company
operations. Responsible for work plan development, and specific topics areas
including engineering, contracting, and information technology. Findings led to
prudence proceeding.

NYPSC, Case 92-M-0973° Management Audit of RG8cE, Commission Star
Comprehensive management audit of company operations. Responsible for work
plan development, supervision of staff and specific topics areas including purchasing
and internal controls.

NYPSC, Case 91-C-0613: Operational Audit of the Outside Plant Construction and
Rehabilitation Program of New York Telephone Company, Commission Star
Comprehensive operational audit of the company's management and implementation
of a $150M capital program to rehabilitate the outside plant distribution network.
Served as Staff Examiner responsible for crew supervision, goals monitoring,
contractor oversight, and report preparation.

NYPSC, Operations Audit of the Fuel Procurement and Contracting of Long Island
Lighting Company (LILCO), Commission Staff Comprehensive operational audit to
determine effectiveness of ratepayer funds spent on non-nuclear fuel. Provided
research and data evaluation expertise to the project.

NYPSC, Operational Audit of the Fuel Procuranent and Contracting of ConEd,
Commission Star Comprehensive operational audit to determine effectiveness of
ratepayer funds spent on non-nuclear fuel. Provided research and dm evaluation
expertise to the project

NYPSC, Case 90007: Operational Audit of the Fuel Procurement and Contracting of
Central Hudson Gas and Electric, Commission Staff. Comprehensive operational
audit to determine effectiveness of ratepayer funds spent on non-nuclear fuel.
Provided research and data evaluation expertise to the project

NYPSC, Operational Audit of Fuel Procurement and Contracting of Orange &
Rockland Utilities, Commission Smf. Comprehensive operational audit to determine
effectiveness of ratepayer funds spent on non-nuclear fuel, Provided research and
data evaluation expertise to the project

NYPSC, Operational Audit of the Fuel Procurement and Contracting of RG8cE,
Commission Star Comprehensive operational audit to determine effectiveness of
ratepayer funds spent on nuclear fuel. Provided research and data evaluation
expertise.

NYPSC, Case 88005: Operational Audit of Materials and Supply Function at
National Fuel Gas, Commission Staff Comprehensive operational audit of the
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rnateNals and supplies function including warehouse operations, inventory control
and procurement Developed and implemented the work plan for this project.

NYPSC, Case 87003: Opaational Audit of the Homer City Coal Cleaning Plant
(HCCCP), Commission Star Comprehensive operational audit to determine
effectiveness of ratepayer funds spent on the construction of the HCCCP jointly
owned by New York State Electric and Gas (NYSEG) and Penelec. Responsible for
fuel and construction costs analysis, benchmarking costs and alternative methods for
meeting EPA Clean air restrictions, contracting practices and report preparation.

NYPSC, Case 87003: Operational Audit of the Fuel Procurement and Contracting of
NYSEG, Commission Staf f  Comprehensive operational audit to determine
effectiveness of ratepayer funds spent on non-nuclear fuel. Responsible for fuel cost
analysis, benchmarking costs, contracting practices and report preparation.

NYPSC, Case 86007: Operational Audit of  the Field Crew Superv ision and
Utilization of NYSEG, Commission Staff Comprehensive operational audit to
determine effectiveness of Held crew utilization and supervision. Staff examiner
responsible for verifying supervisor activities, reporting, goals attainment and report
preparation.

NYPSC, Case 86005: Operational Audit of the Fuel Procurement and Contracting of
Niagara Mohawk Power Company (NIMO), Commission Staff. Comprehensive
operational audit to determine effectiveness of ratepayer funds spent on non-nuclear
fueL Responsible for fuel cost analysis and benchmarldng costs, contracting practices
and report preparation.

NYPSC, Case 85001: Operational Audit of the Research and Development Function
of ConEd, Commission Star Comprehensive operational audit to determine
effectiveness of ratepayer funds spent on R8cD activities. Staff examiner on the
project responsible for revielvving projects documentation and control, outside
contracting a report preparation.

Natural Gas Cast Iron Main Replacement

On behalf of the MIAG, Case No. U-16407: In the matter of the application of
Michigan Consolidated Gas Company Micl1Con) for approval of a detailed plan for
gas main renewal, including a long-term plan to significantly reduce the amount of
cast iron main in its system. Nov 2010-May 2011. Project Manager and Testifying
Witness. Reviewed Company's proposed plan with respect to whether a cost
recovery mechanism can be designed to minimize the impact on ratepayers. Testified
as to the reasonableness of cost benefit of replacements as well as to the capital cost
recovery as it affects future rate cases.

On behalf of Maine Public Advocate MeOPA), Case No. 2008-151: Maine Public
Utilities Commission (MEPUC) Investigation into Maintenance and Replacement
Programs for Northern Utilities Inc.'s (NUI) Cast hon Facilities (Phase II), jdy 2008-
Jay 2010. Project Manager and Testifying Witness. litigated proceeding and led a
consultant team to assist the State of Maine Public Advocate to follow-up on
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investigation for the need for the program and the Company's management of the
repair or replacement of its cast iron facilities.

On behalf of MeOw, Case No. 2004-813: MEPUC Investigationinto Maintenance
and Replacement Program for NUTs Cast hon Facilities (Phase I), November 2004~
March 2005. Project Manager and Testiflfing Witness. Litigated proceeding and led a
consultant team to assist the MeOPA to investigate the need for the program and the
cornpanv's management of the repair or replacement of its cast iron facilities.

Project Management

Mr. McGarry's experience includes management of multi-discipline teams for a wide
range of client engagements, development and implementation of detailed work
plans and project schedules. He has analyzed and platted interdivisional resource
utilization; supervised, developed and coached interdivisional team members; and
created numerous executive reports, briefings, and presentations.

Prudence Revietws

On behalf of the Staff of the Public Utilities Regulatory Authority of Connecticut
Docket #07-07701 Diagnostic Management Audit of Connecticut Light 8: Power
Company (CLaP), July 2008-June 2009. Project Manager. Performed overall day to
day project management responsibil ities, within the context of a diagnostic
management audit, to conduct a focused prudence review of Northeast Utilities'
(CLaP's patent company) development and implementation of a $122M customer
information system known as CustomerCentral or CO, including managing a project
team of accountants, engineers and industry specialists who were responsible for
evaluating the effectiveness of the manageurnent and operations of C2.

NYPSC, Case 96-M-0858: Prudence Investigation into the Scrap Handling Practices
in the Western Div ision of NIMO, Commission Staff and Testifying Witness.
litigated proceeding as a result of allegations of bribery and corruption in company
practices related to a specific vendor who purchased company scrap metal. Led team
of 10 staff examiners to quantify the extent to which the Company paid excessive
rates to this vendor. Testified to the Endings of the analysis. Case settled with
ratepayers receiving a credit to bills

NYPSC, Case 91-W-0583. Prudence Proceeding of the Operations and Management
ofjamaica Water, Commission Staff and Testifying Witness. Litigated proceeding as
a result of  audit to determine extent to which management inattention and
inappropriate practices resulted in excessive costs to rate payers. Testified on a Staff
panel to the excessive costs associated with manageltnent's inattention to sound
business practices related to the design, purchase and installation of the Company
customer information system.

NYPSC, Case 88-E-115: Prudence Proceeding to Investigate the Construction Costs
Associated with the HCCCP, Commission Staff and Testifyitug Witness. Litigated
proceeding as a result of audit to determine extent to which management inattention
and inappropriate practices resulted in excessive construction charges related to the
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HCCCP. Testified on a Staff panel to the fuel price differential costs resulting &om
the failure of the coal cleaning plant to function as designed as well as surrebuttal
testimony on the cost of a flu-gas De-sulfurization plant and ancillary equipment and
facilities. Case settled. Customers received $125M credit.

NYPSC, Case 86005: Prudence Proceeding to Investigate the Fuel Procurement and
Contracting Practices at Nl]vIO, Commission Smf. Litigated proceeding as a result

of audit to determine extent to which management inattention and inappropriate
practices resulted in excessive fuel charges to customers. Responsible for fuel cost
analysis and benchnnarldng costs, contracting practices, and testimony preparation.
Case settled with customers receiving $66M credit.

Renewable Energy and Energy Conservation

On behalf of the MIAG. Project Manager and Testifying Witness. Supported the
MIAG with analysis and/or testimony regarding the Michigan Public Service
Commission's 21st Century Energy Plan Report including various cases regarding
Renewable Energy Plan (REP) costs and their associate plan reconciliations and
Energy Optimization Plans (BOP). Analyzed cost methodologies used by the
companies for adherence to approved processes and reasonable and prudent costs.
Issues included calculation of transfer costs for inclusion in power supply recovery
costs and adherence to specifications of Public Acts.

Case No. U-16655. Consumers Energy Company (CECO) reconciliation of
its REP costs associated with the plan approved in Case No. U-15805 and
Case No. U-16545. September 2012-January 2013.
Case No. U-16656. Detroit Edison Company (DetEd) reconciliation of its
REP costs associated with the amended plan approved in Case No. U-16582.
September 2012-March 2013. Project Manager and Testifyiiug Witness.
Case No. U-16300. CECO for authority to reconcile its renewable energy
plan costs associated with the plan approved in Case No. U-15805,
November 2010-January 2011 .
Case No. U-16356. DetEd for authority to reconcile its REP costs associated
with the plan approved in Case No. U-15806-RPS, October 2010-March
2011.

Independent 'Ì hird-Party Evaluation of Puget Sound Energy's (PSE) Conservation
Incentive Mechanism (ECIM) under the co-direction of PSE and the Washington
Utilities and Transpomdon Commission Staff, Phase I: July-October 2009; Phase II:

October 2009-September 2010. Project Manager. Assess the extent to which the
design and implementation of the incentive me&anism addressed key issues and
objectives required by the Commission: accuracy of implementation in calculations
of incentives or penalties, compliance with the conditions and requirements of the
pilot program, proper use of the calculation methodology, and which assumptions or
methods were used to calculate and verify the savings report.

On behalf of the MIAG, CaseNo. U-15806/U-15890: In the matter of DatEd's and
MichCon's compliance with Public Acts 286 and 296 regarding their REP and

I

I
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Energy Optimization Plan (EOP), March-June 2009. Project Manager and Testiflfling
Witness. Reviewed the EOPs of both DetEct and MichCon and provided analysis of
issues and shonconuings concerning the plans in relation to the specifications of the
Act and the benefit to customers.

Cm behalf of the MIAG, Case No. U-15805/15889: In the Matter of CECO to
comply with Public Acts 286 and 295 regarding its REP and EOP, March-june 2009.
Project Manager and Tesdhng Witness. Reviewed the EOP of CECO and provided
analysis of issues and shortconnings concerning the plans in relation to the
specifications of the Act and the benefit to customers.

Restructuring and Unbundling

Mr. McGar1ly has developed the supporting analyses and regulatory Blind requirements
needed to support unbundling rates for utilities. This has included detailed studies where the
company's plant-in-service and depreciation reserve was allocated to each unbundled function. He
has assessed utility management actions to prepare the company for competition, including the
processes and practices used by the utility to prepare to enter new markets and offer new services.

Consultant to illinois Power Company. Conducted mandated compliance filing to
in-bundle utility's rate tariffs. Prepared filing requirements and all support schedules
analysis to justify allocation of generation, transmission and distribution. Prepared
testimony on behalf of the Company's Controller.

Consultant to Illinois Power Company. Prepared 2001 required update Blind for the
ILCC compl iance f i l ing to in-bundle ut i l i ty 's rate tar i f f s.  Prepared Bl ind
requirements and all support schedules analysis to justify allocation of generation,
transmission and distribution. Prepared testimony on behalf of the Company's
Controller.

S_pecia1ty Casco

Case No. U-17429 on behalf of the Michigan Attorney General in the matter. of the
application of Consumers Energy Company for approval of  a Certif icate of
Necessity for the Thetford Generating Plant pursuant to MCL 460.6s and for related
accounting and rateimaking authorizations, September 2013-February 2014. Project
Manager and Testifying Witness. Managed review and assessment of company and
intervenor testimony regarding its need for generated power, the suitability of
proposed new plant, reasonableness of the estimated costs and Financing for the
proposed plant, and the company's compliance with Commission directives related
to the new plant Testified to the best option for meeting power needs as well as the
appropriateness of the contingency the Company has included in its estimated costs.

Case No. U-17026 On behalf of the MIAG in the matter of the application of
Indiana Michigan Power Company for a certificate of necessity pursuant to MCL
460.6s and related accounting authorizations, June-September 2012. Project
Manager. Managed review of certificate of necessity, evaluation of company's
prudence in obtaining alternative power supply options, and review of the company's

ll



EXHlBITM]M-7

implementation of and prudence in nnaunagement of its nuder plant Life Cycle
Management project in comparison to industry standards.

Tglec_o;nm_unigatiQns

Before the NYPSC, Case: 94~C-0657, Commission Staff. Proceeding to evaluate the
compliance of NYNEX with Commission rules and orders related to operational
support system costs to competitors. Pan of staff panel to facilitate discussion
between company and potential competitors (i.e., users of operational support
systems) and report back to Commission.

NYS PSC Opinion: 92-36 Operational Audit of New York Telephone Company
Service Quality Standards Measurement Practices. A comprehensive operational
audit to assess whether the Company had effective and accurate means to measure
its performance for each of eleven service quality standards; whether New York
Telephone accurately reported its performance on each of the eleven service quality
standards; examined the internal controls the Company had in place to ensure that its
performance for each of the service quality standards were accurately measured and
reported; and reviewed the then current regulations and service quality standards
against the Company's actual practices and performance to determine whether
regulatory changes were necessary.

Te§timQny and_ W ness_Pre_pargtio_n

Mr. McGan:y has proffered and/or supported testimony in many jurisdictions. These
proceedings have included testimony involving management decisions and prudence impacts,
operations and maintenance expenses, capital investments, revenue requirements, project
management, and others.

Testixnonypmifered

Before the Altizona Corporation Commission
UNS Electric, Inc. - Docket No. E_04204A_12-0504
Tucson Electric Power Company - Docket No. E-01933A-12-0291
Arizona Public Service Company .- Docket No. E-01345A-11-0224

Before the Delaware Public Service Commission

Delmarva Power and Light Company - Docket No. 12-S46
Delmarva Power and Light Company - Docket No. 11-528
Delmarva Power and Light Company - Docket No. 07-239F
Delmarva Power and Light Company - Docket No. 06-284

I
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Before the Georgia Public Service Commission
Georgia Power Company - Docket No. 36989

Before the Illinois Commerce Commission
Commonwealth Edison - Case No. 05-0597

Before Maine Public Utilities Commission
Northern Utilities Inc. - Case No. 2008-151
Norther Utilities Inc. - Case No. 2004-813

Before the Maryland Public Service Commission
Pep co and Delmarva Power and Light Company - Case No. 9092/9093

Before the Michigan Public Service Commission
Consumers Energy Company - Case No. U-17688
Detroit Edison Company - Case No. U-17689
Detroit Edison Company - Case No. U-17097-R
Consumers Energy Company _ Case No. U-17095-R
Detroit Edison Company Case No. U-17519
Consumers Energy Company _ Case No. U-17496
Consumers Energy Company - Case No. U-17429
Detroit Edison Company _ Case No. U-16892-R
Detroit Edison Company - Case No. U-17097
Detroit Edison Company - Case No. U-15768
Detroit Edison Company - Case No. U-16656
Consumers Energy Company - Case No. U-16655
Detroit Edison Company - Case No. U~16434-R
Detroit Edison Company _ Case No. U-16047-R
Detroit Edison Company - Case No. U-16434
Detroit Edison Company Case No. U-16892
Detroit Edison Company - Case No. U-16472
Michigan Consolidated Gas Company Case No. U-16407
Detroit Edison Company - Case No. U-16356
Consumers Energy Company - Case No. U-16300
Detroit Edison Company - Case No. U-16047
Detroit Edison Co. and Michigan Consolidated Gas - Case No. U-15806/U-
15890
Consumers Energy Company - Case No. U-15805/15889
Detroit Edison Company - Case No. U-15677-R
Consumers Energy Company - Case No. U-15675-R
Consumers Energy Company _ Case No. U-15415-R
Consumers Energy Company - Case No. U-15245
Detroit Edison Company _ CaseNo. U-15244
Michigan Gas Utilities, Corporation - Case No. U-15040
Consumers Energy Company - Case No. U-15001
Consumers Energy Company - Case No. U-14701-R
Consumer Energy Company - Case No. U-14547

II I III

III
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Before the Missouri Public Service Commission
Veolia Energy Company - Case No. HR-2011-0241

Before the Nebraska Public Service Commission

Black Hills Energy/NE - Docket No. NG-0086

Before the New York Public Service Commission
Long Island Lighting Company - Case No. 96-E-0132
Niagara Mohawk Power Company - Case No. 96-M-0858
Jamaica Water - Case No. 91-W-0583
New York StateElectric & Gas Homer City PrudenceReview - Case No. 88

Before the North Dakota Public Service Commission
Nor hem States Power Company - Case Nos. PU-10-657 and PU-11-55

Before the Nova Scotia Utility and Review Board
Nova Scotia Power - Case No. P-888

Before the Utah Division of Public Utilities
Rocky Mountain Power - Docket No. 09-035-23

Trainjpg and Public Speaking

Mr. McGa1:l:y has presented topics before Commission staff groups, NARUC sub-committee
groups, and as a program faculty member (2010 & 2011) for the Institute of Public Utilities at
Michigan State University. Topics presented include management auditing and prudence reviews
serv ice company costs and allocations, forecasting methodology and modeling, revenue
requirements, rate base, and price regulation theory, and cost trackers

National Association of Regulatory Utility Commissioners (NARUC). Presented
before the sub-committee on Accounting and Finance, a presentation on value of
rate case audits. March 19. 2014

NARUC. Presented, before the sub-committee on Accounting and Finance, a
presentation on CAPEX trackers. March 28, 2012

Institute of Public Utilities, Michigan State University, East Lansing, MI. Presented a
training session on Management Audits and Prudency Reviews to the attendees at
the Institute of Public Utilities. Fall 2010 Advanced Regulatory Studies Program.
September 27, 2011, and September 30, 2010

NARUC. Presented, before the sub-committee on Accounting and Finance, a
presentation on serv ice company costs and allocations to regulated entities
September 15, 2010

Special Case Study: Public Service Company of New Mexico,N M PRC Docket No
10-00086-UT, June 2010. Worked with QSI Consulting, Inc. to conduct a training
session for the New Mexico Public Service Commission Staff and to develop
training materials for presentation to Staff on the basic elements of future test year
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proceedings, how those may differ &om traditional rate cases, and how to apply and
interpret the forecasting methodologies and modeling that will come into play; and
analyze the company's pending rate case and provide an analytic Enanuework for SMf
to apply to the forecasting issues in the case.

Professional Experience

Blue Ridge Consulting Sem'ces, Inc.: 2004-Present
Presidentand CEO

Hawks, Giifels 8: Pullen, Inc.: 2003-2004
Vine Pmidcnt ofEa.rt Coax!Operation:

Independent Consultant: 2001-2003

Denali Consulting, Inc.: 2000-2001
Senior Cwuu/tant

Navigant Consulting, Inc.: 1997-2000
Senior Consultant

New York Stare Department of Public Service: 1985-1997
U#/igy Operation:Examiner

Seminole Electric Cooperative: 1983-1985
Rate Anablsf H

Orange and Rockland Utilities: 1981-1983
Afrodate RateAnayxf

Education

Potsdam College, BA., Economics, 1981
University at Buffalo School of Management, MBA, 1996



8
s
5
.E

' i

8
-9

8
<

E
4
g
3
5

o

Q
o'F
an
0

z1'
.4n

E
8.
8

ap
q
l*~
01-

8
.3$1

8
x
s

S

Hz

8§
18
s-83
u
3

5
§
§6r~1-

$4

8.
3

|-
E
8

3
3.

3$28

an
N

z
qanin

an
I *
*"
co
1 -
' Q
1-
an

0
corno-

0U
Q
a

'-E
s

n.
o.

E

3s

|-
E
E9

,_
o'lb
Q, .-

g
8
s

3
g

|-
amD

8v~
3

§
'Q
g
F

2

§
3

»bi

8
eno §

3
a

E
a
E

'E
z

>

B

8
E
g

d*v
ran

.4
2
n.
24

g
*ZFwe1-at

sQ
15vo
4
2

E
3
8

8
8

an
8.
2
*.
8

as
3
3
'°.
z;

\: 3
;
8

E
8
5§
<

8

a
E
8
8

8
E
8
'6

8

E883

5
8
E
8
is

g

8
3
as
§
s

I
s2

8
8
8
u

2
E
s
88
g
E
§
3
is

2

g
§
E
§
5w

E
E
3
3
s

E

'Q

8
E

E
8

N1-
no

NP
so

NQP
so

N'1-
no

cu
1-
no

N1*
ID

N1-
If)

N1'
no

83%

£§
88

8
g

•o
.c
u

s
.=f

§

8 'u

88a go;

.888
88
8
al
E
ou
z

s.
s
5

3.3
§'
g
E'
E
5
8
1

>- 11l

§ 8

NP

1-

35

3

in
38

E
E§̀
8

o
lv-

Illlll



Par sum
421,0aa

421,oaa

Ea&namsd rswmng euepelue

TO year outage amount

Adjustment

Pd'Coll\plly
s 2.700.063

s

s

s

s_
s2:700.063 A

Navqlo

s 1,42s,4 s s 427.1zso.os s

Ame aqmnu 2012-an15 (snow
zolz zola zn14 zols A

PER C°\"Fl'ly
s 1.384.559 s

$ z,525.s4a s

¢1,140.984) s *.ss

Esiivnatsd rewm'ng expense

Test year outage amount

Adjustment

Par sur
951,182

2.581 .527

11.610.145)

$anJuan

s  1 , 244 . 0  s s  2 . 5e1 . s  s 951.4s

Ach ll Erpansn2012-:m5 (5000*)
zo12 2013 N 1 4 2015 A

For sur
3,607,500s

s - 4,444L01:

PER Cmnpnnly
2,1881235

4,454,000

s (2,2751765) c

Estimated mmnrlng suspense

Test year outage amount

Aqusnnem (85B,500)

s

s

s

Linn

s 1,966.0 s 4.4e4.0 s 33807.5s  s p o o n  s

Acta! Ezqzousas 2012-2015 (8a0n';)
2012 : m a 2014 2015 A: Par Shut!

704,598

1,185,383

Eimatad llemrilg czmense

Ten year outage amount

Aqushnsnt

P Cunpany
s 944,201

s 1,085,383

s (141,182) D

s

s

s _ w . _(480,787)

Glla

1 .1as.4 704.8s sss 1,633.0 s

Anna Ezqlenus 2012-2015 (s\w¢'~)
2012 2013 2014 2015 A

F-ShuiFERcamplny
s 841,175

s

s 641,176 E

s

s

..§

Estimated law;nrh-lg euqaense

Test year outage amount

Adjustment

58,191

232.789

(174,592)

§ l ! \ "w ' l l °

232.8 58.2s ss s s

Actual Eaqzansa 2012-2015 (bow-)
2.012 201: 2014 2015 A

Pol'S;l
2.853.168

pen ¢°l"l'*"Y
s 3,419,588

s

s 3,419,588 F 2-P€3J**5

s

_s

s

EstimaMad leering euzaonse

Test year outage amount

Adjustnenl

Sunddlwlnqlon

ss 3,595.7 s 7,817.0s 82.5532

2012
Ach ld Exqsenscs2012-2015 ($U¢l0's)

2013 2014 2015 A
For Stat!

934,731Estimated Iealning expense

Tesl year auuge amount

Adushnent

PER Cnmllany
s 1.582.059

s _

s

s

s

s 934,7311,582,059 G

leT

ss 2,532.2 s 1.20e.7s s 984.7

A
Actual Eaqzcluns 2012-2015 (811004)

2013 zo14 20152012
For Sta!PER ¢°111n=w

s 828,471

s

s

Estimated Ieaxrring expense

Test year outage amoral

Adlustmem

s

s

.s628,471 H

TOTAL

s s s s s

A¢=u»=l EIPIINHI 2012-2015 ($°u0w)
2012 zols 2014 2015 A

s s11,157 5. 128 s 1 z 4 1 a  s 8,444 s 9,536.7

Sdlcduk2
Tucson Ekduic Fvawur Campily

Ovllillld Namalzlllan Aqustnant - Stat! Anillntunsul
Tut Yum' Ending June to, 2015

nmefno. E-01933A-15-0322
Eldllblt MIM-2 Sdledull 2

pages off

Few Camu s
Actual EIIP8111U2012-2915 ($IIw8)a)

2012 2013 2014 2a1s A - n n :

P l r 8 h l fPER Cwnlly
Nd Estimated recurring expense S 13,488,351 S s,sas.se1

Nd T881 war curses amount 8,974.926 s 8,443,699

N91 Adjustment s 5,411 ,425 Sum I s 1_092.982

m_ $wlue: UDR 1.w1 - WnMpawWed: hume - O auLOuh9 NumaiulionMa, tab marked Outage Freq Md Cost Wmieheetz Cols J - M by suit

s



ADJUSTIENT nuns. 0•owhauu. nnrmnnnum
ADJUSTMENT TO: inaameSntemeut
oATs suaurrreoz oannaf1,2o15
PREPARED BY: I Bacon
CHECKED BY: stevestms
REWEWED BY:

4 4T a u
FERC
ACCT FERC ACCOUNT DESCRIPTION DEBIT CREDIT
512 Maintenance d Euler Plant - Four Comer: sz.1o0.osa
512 I~:Mlil1!¢nBnu¢dBoierPhl1l-N8 .$1.140
512 ulainmn1nl=e=»fsaerp\an¢-sansum $2,215,165
512 Nhlntenenee of Boiler plan! - Luna s141,1a2
512 M!ln1a1!l'l0BdBollGfphl'IR-Glla sa41 .116
512 » ¢ ,m»uu¢naneeasai=rpla»n-s sa.41o.saa
512 I »Maintenance ofBona plans - Sandal so .sa2.o5s
512 Malnl¢41an¢:eoA'BollerPlant-ICT sa20,411

as 9,351 ss1.9a1

ACC Jlllhdlctiunll

DEBIT CREDIT
52,582,541

51,091,449
;2_118_964

8135.053
ss1a.340

so 71,129
s1,s1a.a7s

ssse.213

ss.s1a.ss» sa.4ua es

Domes No. E-01933A-15-0322
Attad\moht MJM-a

Page 1of 4

TUCSON ELECTRIC POWER COUPANY

:news STATEIIIENT PRO FORIAA ADJUSTMENT

TEST YEAR EN June 301 2015

In,

ENTRY TOTAL

NET ENTRY sa,1vs,4uz

Rnasun for Amllustment
To adjust the lat yssr OveMnulexpanse fa nujor and minor uuerhalls d the Cumpanys Nefmfvilvru shtions.

TEP(0322)003139

I *5_4118415



I

Tucson Ellctrlc Fawner Comply
Ovurllulll Nnmullzuilon Mluutmont

Tut Ynlr Ending Jun: 30, 2011

Four Comsn

Dodtei No. E-01933A-15-0322
Attadwment MJM-3

Page 2 of 4

Eatirnntsd naurlng expense

Tag! our outage amamn

Anuaunem

Rdevense
s z_1oo,oes 1.1A

s ¢ 1.2A

s z1oa.uea A c u m  u m

M e l l o
.8¢!lq°n¢¢
1.1BEstimated uscuniug 11qacn1e

Test yllr outage mount

Adjustment

s 1,384,558

s

s

1.za2-525.542

_ (.1,14D,984\ a calamneu

Rderunca
1.1cEstlmlted recurring suspense

Test year mug; lmcuni

Adjustment

_ _ San Juan _

s 2.1BB.235

s 4.454.000

s (2.275.7§5) c

1.2C

Cilniliad

Refesenne
1.1 DEstimated leumillg expense

Ten year outage amount

Adltltimlnt

Lum _ _

s 544,201

1.DB5.3BB 1.2D

s (141,1a2) o cnleulaua

s

R31i~e3\e¢
1.1EEsUnnted wwrrino aaqaanse

Ten our oulaga amount

Adjustment

Gi l l

s

s

s

641.176

. 1.2E

.s41,11e E Cilculsied

Spflnglwlllt -
Rawinuu
1.1FEstimated :neon-Ina caqzeuse

Test our wllnl lncunl

Adjuslmall :s,41ssaa F

Es\lmmed recurring esqaense

Tut year sung: amount

Adjunlmont

s 3.419.505

s 1.2F

s c=1==1m¢

Sln\dtllnlnl&on
Rderanoe

s 1_suz.usu 1.1G

s - _ 1.26

s 1.512.059 G c l lnuana

Rafuunee
826,471 1.1H

1.2H

Esllmaied n=cum'ng expense

Test year outage mount

AdlusunsM

ACT

s

s .

s 9 4 4 7 1 H Cllttllild

Ne! Esilnutad manning eumpenn

Net To! year uuhpe amount

N81 Aulusnmem

s

s

s

13,488,351

8,074,928

5.411 .425 SumA -H

lnnnnuasnr l
TEp(0322)ooa140

I

I I



Dog<et NO. E-01933Ar15-0a22
Alisdument MJM-3

Page a d o

e
:
v

18 <
as;
838 988

3383 832 as;
1.5 EYE

Si 883 25333 53383333
as go; 95.53 .§==.a=a

E
go!

:num In * in n n u * an an an nm

Asa 8538 ssh 388
338 8:89 5_5 988

3; 835 83335 33333385
as Eu asasg s a

..
E

a E

§ _

9 2
n - 888 '-Se

:us
Hr. '8an 3 8_ 11 H 'GT ng s

1 n 1 _ §3§

g Isa: 3233858338 33 88
883 988 s-s 958

Qs

Fa

e
.-2 3
H' i i sag 8 ~§

v1 v1 n man ml! neon Mann n m vunln vlunvluuuu u a n nn ur vu sn u

.snag
ea.. .
Q we
1;

335 55 833 33338 38888355
§8 §€§ ass.; E8-»58§

4

838 3838
sea .325s. _

I i

gt;~

xiii
:Qu

I n an q Vu n an an an an an an al u

5
e E s

8

r-  a nq N
nm W

ass
h u m

:a s
*I r-l l

38. R
11

- Ar.
q  H
-r -r 8385 *s: E -. 3

an I"an

38§1 883 E83
.58a 8.8 888

ET 888 88381
-'" ft: 9E 8 288.E

44383335
.33..2§3 al

an

31533

E
anus an n Tl UP Vu in a u Vu an an an an umm m in Vu an an n nm an

8:~ 1
*la 5 sIll -" 9 ..I
.3 is; 1 8 _~3as 33 ,é Ag

8
-3

89 it 4
Ii* nu* !83891

TEP(0322)003141



i

I

J
1

I
8

¢

v

I
L

I;33

a
a

_Ur
I

I
Qt
I 'I

i
Ar
:JH
: Y a

a ~!
i N

|

r~

§»3\1'i";i53!$2'£:182nw=4»anunl9wn~¢h

4

g!_!... ll I

z I
v i i i !
xo

I i I
H! 4

:so

I

I

i i"

I I

. Si-v 1

IE

L t

3

n

1 1 1 -up

n .Ag . .I Q 9! I I

a==1=»ss = 2 -" -r w
- - M

- g :on ¢ \
| 2

M

i

i .33 3.3

18

'hi

54:

..~

:nr

3

E*E

|
*

*L |
* E_

:

5:2

23.28

"T 5

I. no T94 #91
g; s-a is! ea

Asa; g 3 a

be
11
= 2 1 z

2 Asa as ala seas,

3-

» .  - ~

I

;

14

an

8~
E

z

nth

W
.  £5

lb

- al
| n- U P

¢P
X32
9-=a..z

Asa* 99:3 8_sa s=a

8  | |  § * g O Q 3.

a n

Ag .ii 4 ..£....£

..:.-

asga.E
255 Q

-8a»s E

:Essen
5

»|_,gggg2
go..

2

H
l*l

1

Docket No. E-01933A-15-0322

Attachment MJM-a
Page 4 of 4

Mil
3 9

l

8
9

Q

i S!
Q I
-

-

-
M3

3

i

i

L 5

i§-
" :

a 1i '

a l '
i t !

ll
11- .4

1 .4!
11-1

3

~i!3~! iii
ii 4:4!
1114!

i i
-

5

9
5
a

§3l§388n8ii¥88h§§§3ii

i
uE
3

i Et as..
i " " ; . s g . . i .

I an s ! ! .
-_ 1:51 77 '_-. I  F 8? » i l l - -
as .g _.g 3 . 4.5 .u....
8  3 " '_ 'E 3 gtgt ii.....

' i ' 3  " i  'T i t
"5 '  " TOT;

5 - s  L  L »u-----

8 -. ' i  n a i l
ul 831 388 s iv' nm' lf§f§ii§

iiiz --~zEl; Ill;!!
,s
81 TEP(0322)0031423

a

I

r

J

i

I

1

V.

3

s

2 H
8

I

H



l

TUCSONELECTRICPOWER COMPANY'S RESPONSE TO STAFF'°é'dl°' No. i3i"m$£'»838
SEVENTEENTH SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of1

DOCKET no. E-01933A-15-0322
May 13, z016

STF 17.01

Plant and Coal Handling Facility closures: In February 2016 the US Supreme Court granted a
stay to the implementation of the EPA's Clean PowerPlan pending resolutionof legal challenges
to the program in court. Please explain in detail the impact of the "stay" on the Company's plans
to close Power Plant units and also Coal Handling facilities. Please be specific regarding which
Plants and units and also which rate base and Operating Income Pro-forma adjustments are
impacted. If the stay does not impact rate case adjustments,please explain in detail why not.

RESPONSE:

At this point, the stay of the Clean Power Plan (CPP) and the likely delay in its implementation
will have no immediate effect on near tem plans to close Power Plant units or the related Coal
Handling facilities.Per TEP's IP, the Company continues to look for opportunities to reduce call
fired generation and replace it with a mix of natural gas Ered generation and renewables. For
example,inMarch2016, TEP noticed the EPA that as a result of Regional Haze Rule requirements
it would stop burning coal at its Sundt Generating Station and switch permanently to natural and
landfill gas. Additionally, at the San Juan Generating Station, TEP will along with the other San
Juan Participants, shut Units 2 and 3 at the end of 2017 due to regional haze reduction
requirements. TEP owns 50% of Unit 2. The early retirements of these facilities is addressed in
the testimony of Mr. Marino and reflected in the depreciation study sponsored by Dr. White.

Longer term, depending on the ultimate CPP compliance timeNainne and the requirements for
carbon reduction in the final Court-approved mle, TEP will, as part of its resource diversification
plan, determine what future closures may be appropriate. Accordingly, there are no pro-forma
adjustments to rate base or operating income related to the CPP.

RESPONDENT:

WITNES S :

Frank Marino

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
TucsonElectric Power Company ("TEP" or the "Company")
UNS May Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource EnergyDevelopment Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l  IH



File Name Bates Numbers
STF 5.04 2012. I I TEP\021198-021199
STP 5.042013. I  I TEP\021200
STF 5.04 2014. I | TEP\021201
STF 5.042015. I 4 TEP\021202

TUCSON ELECTRIC POWER COMPANY'S SUPPLEMENTAL RESPONSE T8°. §2'§"A 2
STAFF'S FIFTH SET DF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of 1

DOCKET NO. E-01933A-15-0322
March 18, 2016

STF 5.04

Service Quality - For each of the past four calendar years (2012-2015), please provide a listing of
all service interruptions that had a duration of four (4) hours or more and aEected more than 200
customers. Please include for each outage; the date and time, the ascribed cause, the duration of
the outage, the number of consumers affected, the feeder or feeders affected, and the nature of the
rernediad efforts including equipment replaced, if any. Please include in this response a description
of how the information in this response was obtained and recorded. The reference to "duration"
means from the initial outage report &om either the customer or system diagnostics to the
restoration of service to the customer. If the vast majority (e.g., 90-95 %) of the affected customers
had service restored significantly sooner than the remaining customers affected by the outage,
please describe the circumstances for each such episode.

RESPONSE: March 9, 2016

TEP is in the process ofgatheringthis information andwill provideit as soon aspossible.

RESPONDENT:

Donovan Sandoval

WITNESS:

SusanGray

SUPPLEMENTAL RESPONSE: March 18, 2016

TEP objects to the following portion of the request as the information is not readily available and
would be unduly burdensome to gather such data: "If the vast majority (e.g., 90-95%) of the
affected customers had service restored significantly sooner than the remaining customers affected .
by the outage, please describe the circumstances for each such episode." However, without waiver
of objection, below is information obtained and recorded by the Company's Outage Management
System regarding service interruptions, as requested.

RESPONDENT:

Donovan Sandoval

WITNESS:

Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Ccnpcmation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")

ll



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAI4IF'S nn%9¥°8i""I3833
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 off

DOCKET no. E-01933A.15-0322
March 9, 2016

STF 5.05

Service Quality - Please provide a list, including a description of the Company's response, of all
complaints, formal or informal, made by customers to the Company, either directly or through the
Arizona Corporation Commission, during each calendar year2013 to the present that resulted firm
repetitive service outages and/or poor power quality, i.e., voltage levels, harmonics, "flicker," etc.
PlmseMclude in this response details of all investigations performed by the Company and whether
equipment modifications or equipment replacements resulted from the complaint and/or the
investigations.

RESPONSE:

2.

3.

4.

1. On June 20, 2013, a customer Bled an ACC Complaint because her home was without

power since noon that day. A TEP Representative left a detailed voicemail message for the

customer on June 20, 2013 informing her about the service interruption. The majority of

customers were back in power witihiln89 minutes. TEP replaced 5 poles/cross arms, a single

phase transformer, a distribution switch and a distribution capacitor as a result of the semi-

truck snagging conductors. The work completed was not a result of the complaint.

On July 10, 2013, a customer filed an ACC Complaint because his home was without

power since the night before. A TEP Representative spoke to the customer on July 10, 2013

and provided information regarding the service interruption. TEP repaired 2 phases of

conductor downed during a monsoon storm. The work completed was not a result of the

complaint.

On September 17, 2013, a customer filed an ACC Complaint due to multiple service

interruptions during the summer months. A TEP Representative spoke to the customer on

September 18, 2013 and addressed his concerns. TEP was aware of the power interruptions

due to monsoon damage (including poles/conductor down). No additional equipment

modifications or replacements resulted

On September 30, 2013, a customer Bled an ACC Complaint due to a power outage at her

apartment complex that day. A TEP Representative l e t a detailed voicemail message for

the customer on October 5, 2013 informing her that a transformer had to be replaced due

to a severe leak and the service was interrupted from 9:01am to 10:53am. The work

completed was not a result of thecomplaint.

On December 3, 2015, a customer filed an ACC Complaint due to threepower outages he

experienced at his home within7-10 days. A TEP Representative spoke to the customer on

December 4, 2015 and addressed his concerns. TEP was aware of service interruptions
caused by monsoon storms and failing/failed switching cabinets. These cabinets were

replaced The work completed was not a result of the complaint.

RESPONDENT:

Cara Roll

WITNESS:

Susan Gray

5.

Arizona Corporation Commission ("Conlmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UriS<>urceEnergy Development Company ("UED")
UNS Electric,Inc. ("UNS Elect'ic")
UNS Gas, Inc. ("UNS Gas")



Dodcet No. E-019ssA-1s-0322
T U C S O N  E L E C T R I C  P O W E R  C O M P A N Y ' S R E S P O N S E T O  S T A F F ' S  F I I T H SET Oiachment MJM-6

D A T A  R E Q U E S T S  R E G A R D I N G  T H E  2 0 1 5  T E P  R A T E C A S E P89° 2aft

D O C K E T  n o .  E - 0 1 9 3 3 A . 1 5 - 0 3 2 2

M a r c h 9 ,  2 0 1 6

S TF 5.06

Servi ce Qual i fy -  P lease descr ibe and provide a copy of  al l  s tudies  per f ormed by the Company

since 2013 to assess the power qual i ty of  the system, including aspects of  power factor .

RESPONSE:

TEP is in the processof gathering this information and will provide it as soon as possible.

RESPONDENT:

Donovan Sandoval

WITNESS:

SusanGray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Com-poration ("UNS")

UniSource Energy Services ("UES")
UniSourcc Energy Development Connpamy ("UED")
UNS Eleclric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Docket No. E-01933A-15-0322
Attachment M]M-8

Page 1 of 1

TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S NINTH SET OF
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A.15-0322
March Zs, 2016

STF 9.6
Maintenance Procedures - Provide a copy of the Company's transmission and distribution
maintenance procedure manua1(s).

RESPONSE :
The responsive Files are too voluminous to provide in the data response. The infomnnaition will be
made available during Staffs site visit schedule to begin on Monday, March 28, 2016, and any
time Staff would like to visit TEP's headquarters to review. If Staff would like to use any of the
information in this matter, this response will be supplemented with the exact file(s), so that they
are properly labeled and Bates stamped, asneeded.

RESPONDENT:
Susan Gray / Emit Ojeda/ Tucson Legal Department

WITNESS:
Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Compa.ny")
UNS Energy Corporation ("UNS")

UniSource Energy Services ('1JES")
UniSource EnergyDevelopment Company("UED")
UNSElectric,Inc. ("UNSElectric")
UNS Gas, Inc. ("UNS Gas")



TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S nnni'f°é'E8'~°c§r3."" z
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1 of a

DOCKET no. E-019s3A-15-0322
March 28, 2016

STF 9.6

Maintenance Procedures - Provide a copy of the Company's transmission and distribution
maintenance procedure manua1(s).

RESPONSE:

The responsive ilea are too voluminous to providein the data response. The informationwill be
made available during Staff's site visit schedule to begin on Monday, March 28, 2016, and any
time Staff would like to visit TEP'sheadquarters to review. If Stair would like touse any of the
information in this matter, this response will be supplemented with the exact file(s), so that they
are properly labeled and Bates stamped, as needed.

RESPONDENT:

Susan Gray / Ernie Ojeda / Tucson Legal Department

WITNESS:

Susan Glay

Arizona Czuporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



Dud<et No. E-01933A-15-0322
Ammchment MJM-9

Page 2 M2

crlucal Circuit Project
Criteria for Patrolling TEP Distribution Facilities

OverheadEaoilities

Prima
1.
2.
3.
4.
5.

ry Conductor Inspection
Ched< for broken strands
Sag of conductors
Tree conditions inprimary
Clearances from structures
Check for debris in the line

Pole Inspection
1. Inspect insulators (Flashed or damaged)
z. Inspect condition of cross arms. (This could include: broken, weathered, and wood pecker

damage
a. Inspect condition of braces or related hardware
4. Inspect condition of tie wires
5. inspect static assembly
e. inspect security and condition of ground wire
7. Inspect any pole mounted equipment. (Trandiormers, capacitors, reclosure, MonS and ancestors
8. Cheer for animals or debris on the ground near the pole
9. Inspect condition of switches, inducing verifying proper grounding on handles
10. Check overall condition of Pole, this would include: pole burst, knot rings, split or broken and

shell mt
11. Inspect butt of pole and cored drill is signs of butt mt
12. Check leaning poles and determine reason, including butt rotted pole and anchor condition
13. Inspect condition of guy wire and integrity of guy rods
14. Check for excessive vegetation at base of poles and ardor rods
15. Check other utilities on pa that may endanger TEP's equipment (broken guys, lines hanging

down)
16. Check connections with thermal gun or infrared tool

Underqround Facilities

PMH, PME, Pullboxes, mph and mph Transformers and Junction cabinet Inspection
1 . Check overallcondition of cabinet, inducingposition onpad, corrosion, locks in placeand

stencils
Inspect terminations fordiscolor, swelling or flash damage
Check connections and temlinations with thermalgun or infrared tool
Inspect over all condition for flashdamage
Check for rodent damage
Check the neutralconnection
Check vegetation for access restrictions andequipment labeling(refer to Vegetation
Management to dear and install label if missing)

2.
3.
4.
5.
e.
7.

NOTE: Report any hazardous condition that can't be repaired by inspector, even if it's not on the critical
circuit currently being patrolled.

Revised 2-2015

I I



Docket No. E-0193&415-0322
TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S NINTH SET Qfchment MJM-10

D AT A R E QU E S T S  R E GAR D IN G T H E  2 0 1 5  T E P  R AT E  C AS E Page 1 of 8

r o c K E T  no .  E - 0 1 9 3 3 A- 1 5 - 0 3 2 2

March 28, 2016

STF 9.6

Maintenance Procedures - Provide a copy of the Company's transmission and distribution

maintenance procedure manual(s).

R E S P ON S E :

The responsive f iles are too voluminous to provide in the data response. The information will be

made available during Staf f 's site visit schedule to begin on Monday, March 28, 2016, and any

t ime S taf f  wou ld like to visit TEP's headquarters to review. If  Staf f  would like to use any of  the

information in this matter, this response will be supplemented with the exact f i1e(s), so that they

are properly labeled and Bates stamped, as needed.

R E S P O N D E N T :

Susan Gray/ Ernie Ojeda / Tucson Legal Department

W I T N E S S :

Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Coxrpomation ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")



The following are inspection checklists the patrolman follows when inspecting 345kV
transmission lines on ground and climb patrols.

The Maintenance Planner periodically provides the patrolman with a report and a map
(see Figure 2) depicting the structures he already inspected that year (green), the
structures that were recently inspected (blue), and the structures that are awaiting
inspection (red). The patrolman uses this as a guide for planning his work schedule for
the remainder of the year.

The patrolman records all inspections and maintenance tasks to a local database on a
laptop using TLAMP Workman software (see screenshot below). At least once per
month, he meets with the Transmission Maintenance Planner who backs up his
database and syncs the new inspection and maintenance records with an enterprise
database (see Figure 1). The planner estimates the cost of each identified
maintenance task, prioritizes them by severity, and assigns them an ideal target date
to complete the work. He then uses GIS to identify clustered areas where
maintenance needs to occur and plans maintenance trips accordingly.

The Transmission Maintenance Patrolman inspects all 46kV, 115kV, 138kV, and 230kV
transmission structures at least once per year. In addition, the patrolman inspects a
minimum of 1,000 structures along circuits that carry 345kV or more. This routine
ensures that all 345kV and 500kV structures are inspected on a five-year cycle.

89.
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GROUND PATROL CHECKLIST
345-KV TRANSMISSION LINES

1. ACCESS
a. Map access on GPS mapping system-label road with tower # bracket (Le.

A379-A390)
b. Note wash outs and other road conditions - inaccessible roads
c. Note Gates, gate condition and lock status - repair inoperable or hard to

use Gates, if possible - interlock with 'B' lock if missing
d. Note encroachments on right of way such as structures, wells, other

util ities, etc.
e. Note vegetation growing into or near midspan conductors including trees

outside R/W which may fall into conductors. GPS location with
description of tree variety, height, etc. If tree is dangerously close to
conductor, report immediately

z. TOWER FOUNDATIONS AND ANCHORS/GUYS

b.
c.
d.
e.

a. Check concrete footings for degradation, surface spelling, cracks,
exposed rebar, exposed aggregate, damage, settlement or displacement
Check anchors for erosion around grout and grout condition
Note soil material that is deposited over guys and/or anchor eyes
Check guy strand for damage
Check guying hardware for wear, corrosion, soundness at tower and
anchor
Check preformed grips for damage or unraveling
Check sum rod for rusting or damage to shrink wrap
Check guys for tension, adjust u-bolts if required-record date of
readjustment

i. Note vegetation growing into guys and/or tower steel - remove if
possible - report findings

j. Do not report broken or missing ground leads

f .
g.
h.

3. TOWER BODY

b.
c.

d.
e.

a. Check signs for legibility, condition, correct standard and soundness of
fasteners - replace if required
Strike tower leg with hammer and listen for loose or rattling members
Check coating condition of members and note any corrosion or
degradation of coatings
Check for missing members and/or fasteners
Report bird nests locations and if they are currently occupied. Report
type of bird if possible. Note that nests are not to be removed unless
eminent line outage may occur because of nest material and location .

I I |-
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High priority is to be place on reporting nests that have obvious metallic
material in or hanging from nest.

4. CONDUCTOR/GUYING HARDWARE AND ATTACHEMENTS

a. Check sum attachments at tower attachment location for soundness and
wear

b. Check conductor/shield wire shoes/AGS for loose hardware, backed out
cotters keys or wear
Check that vibration dampers are present, secure and in good condition
Check insulator bells for broken or contaminated sheds, corrosion, burn
marks, tracking or other damage - also check that cotter keys are
securely in place. Note location of broken bells in string, number of
bells damaged, amount if any of skirt remaining.

e. Check that insulated shield wire gap distance appears to be correct and
all hardware is secure and in good condition

f. Check condition of fiber optic ground wire splice cans and leaders and
that hardware is secure. Look for downlead securing points that are
missing allowing lead to move. Note tower number of splice can
location for cross checking

g. Check sub conductor spacers for wear or failure. Broken spacers are to
be reported immediately

h. Check complete span of wire looking for damaged spacers or damage to
the stranding on the conductor such as shot conductor. If core stranding
is broken, report findings immediately

c.
d.

CLIMBING PATROL CHECKLIST
345-KV TRANSMISSION LINES

5. ACCESS
a. Map access on GPS mapping system
b. Note wash outs and other road conditions
c. Note Gates, gate condition and lock status
d. Note encroachments on right of way
e. Note vegetation growing into or near midspan conductors

6. TOWER FOUNDATIONS AND ANCHORS/GUYS

c.
d.

a. Check concrete footings for degradation, surface spelling, cracks,
exposed rebar, exposed aggregate, damage, settlement or displacement

b. Check anchors for erosion around grout and grout condition or deposit of
material over guys and anchor eyes
Check guy strand for damage
Check guying hardware for wear, corrosion and soundness

mm
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Check preformed grips for damage or unraveling
Check guy rod for rusting or damage to shrink wrap
Check guys for tension, adjust u-bolts if required
Note vegetation growing into guys and /or tower steel - remove if
possible - report findings

i. Record any damage or corrosion noted and guys needing re-tensioning

e.
f .
g.
h.

7. TOWER BODY

a.
b.

c.

d.
e.

Check signs for legibility and soundness of fasteners - replace if required
Check all members while climbing for bends, loose fasteners or fatigue
damage - repair as required
Check coating condition of members and note any corrosion or
degradation of coatings
Check for missing members and/or fasteners
Report all repair/replacement describing location and type of repair
including fastener tightening

8. CONDUCTOR/GUYING HARDWARE AND ATTACHEMENTS

a.

c.
d.

f.

g.

h.

i.
j,
k.

Check guy attachments at tower attachment location for soundness and
wear

b. Check conductor/shield wire shoes/AGS for loose hardware, backed out
cotters keys or wear
Check that vibration dampers are present, secure and in good condition
Check insulator bells for broken or contaminated sheds, corrosion, burn
marks, tracking or other damage - also check that cotter keys are
securely in place

e. Check gap distance is correct on insulated shield hardware and all
hardware is secure and in good condition
Check condition of fiber optic ground wire splice cans and leaders and
that hardware is secure
Report bird nests locations and if they are currently occupied. Report
type of bird if possible. Do not remove nests unless eminent line outage
may occur because of nest material and location.
Replace damaged or missing materials including pins, cotters, broken
bells or fasteners
Check sub conductor spacers for wear or failure.
Report all observations, repairs and/or adj ustments
Check ahead span of wire looking for damaged spacers or damage to the
stranding on the conductor

III ll\l HI
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Figure 1: Database screenshot of inspected structures. The Maintenance Planner manages transmission work
tasks in an enterprise database and a GIS
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Figure 2: Map depicting structures that are awaiting inspection (red), structures that were recently inspected
(blue), and structures that were already inspected earlier in the year (green)
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The following page shows an overview of the Transmission Maintenance process after
the patrolman identifies maintenance tasks and syncs his local database of
maintenance work orders and inspections with the enterprise database used by the
planner.
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TUCSON ELECTRIC POWER COMPANY'S RESPONSE TO STAFF'S FIFTH SETQEd1mentMJm
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET NO. E-01933A-15-0322
March 9, 2016

Docket No. E-01983A-15-0322
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Page 1 of 2

S TF 5 .01

SAFETY - Regarding WitnessGray's testimony at page 3, line25 to page 4 lines, please provide
the materials/documentationprovidedto Company employees and/or its customers that support
the Company's "Target Zero"suety strategy. Please also provide the documentationthat shows
the elements of the Target Zero strategy.

RESPON SE :

The essential safety policy of the company can be summed up as follows:No opiating condition
or urgency of service can ever justify endangering the life of anyone. This is evidenced by the
Company's Target Zero safety strategy that provides the framework for safety processes and
programs.

The following narrative showing the elements of the Target Zero strategy is taken directly from
the foreword of the Tucson Electric Power Co. / IBEW 1116 Joint Safety Committee Safety
Manual:

TargetZero is nothingmore - and nothing less - than a personal commitment by

everyperson in the organzeaaon to "Work in a manner that prevents injury ". To

work in a manner that prevents injury, every individual evaluates each job or

decision and verifies that the actions being taken will support the prevention of

injury to themselves, their co-workers, republic and those who will follow in their

footsteps. We ear all work in a manner thatprevents injury by using the following

elements:

1. Job Design

2. Planning

3. Communication

4. Mutual Support/Teamwork

5. Task Management

6. Situational Awareness

7. Decision Making

8. Debriefing

Ire S484 ofeveryperson working for Tucson Eleetrie Power Co. and ofthepublic,

is an integral part of who we are. Let 's provide and use the tools, equipment,

conditions, knowledge and time necessary to work in a manner thatprevents' injury.

The aforementioned eight essential elements of working 'm a manner that prevents injury support

the Target Zero Strategy and are well established in company culture, programs and

documentation. Additionally, this strategy provides the structure for Company safety leadership

training branded as Leading in a Manner That Prevents Injury ("LTPP'). LTPI Training supporting

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Compalny")
UNS Energy Corpomaition ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS G88")

III I



File Name Bates Numbers

STF 5.01 LTPI 1.0 (2009-2012).pdf TEP\019984-020179

STF 5.01 LTPI 2.0 (2013-2015) Facilitators Guide.pdf TEP\020180-020198

STF 5.01 LTPI 3.0 (2016 - ) prototype.pdf TEP\020199-020262

TUCSON ELECTRICPOVVER compAny's RESPONSE TO STAFF'S lj'8$"?3
DATA REQUESTS REGARDINGTHE 2015 TEP RATE CASE Page 2off

DOCKET NO. E-01933A-15-0322
March 9, 2016

Target Zero was introducedin 2009, with a revision built on case studies in 2013, and a strategic
rebranding and implementation planned for 2016.

Training SupportMaterials referenced:

RESPONDENT:

BrianHerman

WITNESS'

Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation; ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS G8S")



File Na m e Bates Numbers

S TF 5.03 TEP  OS HA Fo rm  30020l2.p d f TEP\020366-020368
I lS TF 5.03 TEP  OS HA Form 3002013. f TEP\020369-020372
I \S TF 5.03 TEP  OS HA Form 3002014. TEP\020373~020375

S TP  5.03 TEP  OS HA Form 3002015.pdf TEP\020376-020377

STF 5.03 T&D2015 Goals-Confidentia1.xlsx N/A
STF 5.032015 Ops Safety Summit Final Group
Presentationpdf TEP\020263-020365

2012 2013 2014 2015
T&D Opera tions
TR IR

0.80 0.96 1.67 0.4

TUCSON ELECTRIC POWER colvlpAny's RESPONSE TO STAFF'S FIFTH SET QE
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DOCKET no. E-01933A-15-0322
March 9, 2016

Docks\ NO. E-01933A-15-0322
dlment MJM-12

Page 1 offa

S TF 5.03

SAFETY - Regarding Witness Glay's testimony atpage 4, table/box at lines 10-12,please provide
the detailed back-up for this data by year and by the Company's Distribution Services Area Map
(seehttps://www.tep.com/doc/tep-area-map.pdf).

a.

b.

Please update the table for calendar year 2015.

Please fully explaiN the causes for the increases in the TRIR between 2012 and2013 - .80
to .96 and 2013 tO 2014 - .96 tO 1.67.

c. Please fully explain the difference between 2014 and calendar year 2015. Include any new
programs that the Company may have implemented to affect this change.

R E S P O NS E :

ONE FILE LIS TED BELOW c o n TAin s  CONFMENNAL 1NFORMANON AND IS
B E ING  P R O VIDE D P UR S UANT TO THE TE R MS  O F  THE  P R O TE C TIVE
AGREEMENT.

In 2012, TEP had 3 recordable injuries resulting in the TRIR of .80 which were:

1) New Service Representative: Strained wrist fromkeyboard work.

2) Joumeynuan Lineman: Lacerated toe from dropped drill with bit.

3) Pre-Apprentice: Swing on neck by insect in vehicle.

Supporting Material Included: S TF 5.03 TEP  OS HA Fo rm  300 2012.p d f.

In 2013, TEP had 5 recordable injuries resulting in the TRIR of .96 which wale

1) Journeyman Lineman: Lacerated hand with life while removing fencing wide.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

Um'Source Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Elecftric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

b.

a.

1-1-11111111111 l l N l I I
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Crew Leader: Lacerated hand tom material slipping and pinning hand between

tailgate while loading.

3) Intern: Lacerated hand Hom drill.

4) Equipment Operator: Bitten by spider, caused infection.

5) Serviceman: Bruised foot from dropping plate

Supporting Material Included: STF5.03 TEP OSHA Form 300 20l3.pdf.

In explaining the increase Rom 2012 to 2013, there are a few factors that should be

discussed. None of the incidents involved a serious injury or fatality or had the potential to

cause serious injury or fatality. Most of the injuries were minor in nature and resulted &om

interactions with the work environment. Two of the injuries involved insect stings and

bites. None of the injuries involved violations of published safety rules.

In2014, TEP had 8 recordable injuries resulting in the TRJR of 1.67 which were:

1) Journeyman Lineman: Laceration of finger from a hand tool.

2) Journeyman Lineman: Strained back ham shoveling debris around a transformer.

3) Journeyman Lineman: Pinched Eager while loading a cabinet into a truck.

4) Apprentice Lineman: Lacerated finger horn hand tool.

5) Apprentice Lineman: Strained My ham stepping in a trench.

6) Journeyman Lineman: Strained ankle ham stepping off truck onto uneven ground.

7) Journeyman Substation Electrician: Injured toes ham dropping a plate.

8) Equipment Serviceman: lacerated hand ham power tool.

Supporting Material Included: STF5.03 TEP OSHA Form 300 2014.pdf.

Regarding the increase ham 2013 to 2014, there are additional factors to consider. Two of

the incidents involved employees simply losing their footing at jobsites. Four of the

incidents involved hand injuries that were specifically addressed with introducing cut-

resistant Kevlar gloves and cable strippers to be used in lieu of knives while stripping cable.

Pinch point safety and hand safety were discussed in a monthly safety meeting.

In 2015, TEP had 2 recordable injuries resulting in theTRIRof .40 which were:

1) Journeyman Metering Tech: Strained shoulder from pulling cable.

2) Automotive Tech: Contusion of thumb from hammer.

Supporting Material Included: STF 5.03 TEP OSHA Form 300 2015.pdf.

2)

c. Targeted initiatives were implemented in calendar year 2015 in response to the

opportunities identified Bona the 2014 calendar year. The annual Safety Summit was

facilitated in January 2015 to benchmark best practices across the industry, discuss 2014

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
TucsonElectric Power Company ("TEP"or the "Company")
UNS Energy Corporation ("UNS")

UniSo\mrce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elech'ic")
UNS Gas, Inc. ("UNS G=s">
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incidents, identify trends, and to develop specific goals related to incident prevention:

Supporting Material Included: STF 5.03 2015 Ops Safety Summit Final Group

Presentation.pdf.

Each operating unit developed a detailed goal to affect safety performance change in the

following categories: Leadership, Employee Engagement, and Regulatory Compliance /

Hazard Control.

The initiatives developed by TEP Transmission & Distribution consisted of:

Leadership: Improved leadership engageiunent in the safety process with employees

inthe Held. Increased the frequency of employee yield & shop visits &om 1 to 2 per

employee, per year. Increased leadership field & shop visits to at least 3 per quarter

for superintendents & directors, 6 per quarter for supervisors, 12 per for group &

team leads.

Employee Involvement: Increased the level of T&D operations representation and

proactive participation intheJoint Safety Committee as a problem solving action-

oriented entity.

Regulatory Compliance/Hazard Control: Develop policies & procedures to ensure

compliance with 1910.269 revisions regarding minimum approach distances & arc

flash analysis.

Supporting Material Included: STF 5.03 T&D 2015 Goals-Con5dential.xlsx.

RESPONDENT:

Brian Hennas

WITNESS:

Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc.("Fortis")
TucsonElectricPowerCompany("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSourceEnergy Development Company ("UED")
UNS El¢cuic,Inc. ("UNS Eleclric")
UNS Gas, INC. ("UNS Gas")
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S TF 5.02

SAFETY - Regarding Witness Gray's testimony at page 4, lines 22-24, please provide the

managementreports and relatedbackup documentationwhich supports Witness Gray's statement

that "focused implementation of this strategy throughoutthe Company has resulted in an excellent

and sustained totalrecordable incident rate from2012 through June of2015."

RESPONSE:

The Target Zoo strategy and the supporting programs are the primary drivers of safety

performance improvement in the organization.

Based on comparison to the industry average and benchmarking against other electric

transmission, control and distribution utilities, TEP has sustained excellent safety performance

over the period from 2012 to 2015. Throughout the period in question, TEP has demonstrated

consistent safety performance that delivers TRIR below the industry average in every year.

Total Recordable Incident Rates from 2012 to 2015 are provided in STF 5.03(a).

Industry Average: 2.8 (Based on U.S. Bureau of Labor Statistics Most Current Data Re:

Electric Power Transmission, Control & Distribution -NAICScode

22112) Ref?http://www.bls.govgjf/osliwc/osh/os/ostb4343.pdf

RESPONDENT:

Brian Herman

WITNESS:

Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSomrce Energy Development Company ("UED")
UNS Eleclric, IBC. ("UNS El¢cu'ic")
UNS Gas, Inc. ("UNS Gas")
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f.

g.

h.

2.

3.

i.

j~

k.

1.

m.

D.

o.

p.

q.

r.

STF 6.01

Plant Additions :

Please provide the following information for the plant addition abbreviated as CBOAD00 San Juan
Repl and Bett.

a. The full nazne of the project.

b. A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval.

d. Starr date of the project and completion date of the project.

e. Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LO SA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1. If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contactors were used please describe what oversight was provided by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the proem were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased ham the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
vldthin the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Provide supporting information for any salvage values including the ultimate disposition

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSon<:e Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Eleclxic, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

II
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t.

u.

e./£
g.

h.-p

p.

q.
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of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the projectandif so were they received and how were
theyaccounted for?

RESPONSE: March 18, 2016

a. See Table 1 in the File "STF 6.01 - 6.25 Project Detai1s.xlsx". The Excel tile is gat
identified by Bates numbers.

b./c. TEP is in the process of gathering this information and will provide it as soon M possible.

d. This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in tile "STP 6.01 - 6.25 Project Details.Msx".

TEP is in the process of gathering this information and will provide it as soon as possible.

See Table 1 M the File "STF 6.01 _ 6.25 Project D€t8ilS.X1SX"
TEP is in theprocessof gathering this information and will provide it as soon as possible.

There have been none.

There are two types of methods in which assets can be transferred from construction work
in process ("CWIP") to Plant in Service ("PIS") - manual unitization and blanket
unitization. Each method results in a journal entry transferring assets &om CWIP to PIS
in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in file
"STF 6.01 - 6.25 Project D¢tai1g_X1§X"_

t./u. TEP is in the process of gathering this information and will provide it as soon as possible.

RESPONDENT:

Diane Grant (a, d, g, q-s) and John Baum (b, c, e, f, h-p, t, u)

WITNESS:

Frank Marino and David Hutchens

SUPPLEMENTAL RESPONSE: April 07, 2016

In response to data request STF 10.11, the File STF 6.01 - 6.25 Project Details.xlsx has been
revised Please see STF 6.01 ._ 6.25 Project Details-Revised 04-04-l6.xlsx. The Excel file is 41
identified by Bates numbers. This change applies to all responses in Staff's 10"= set of data
requests.

RESPONDENT:

Jason Rademacher

WITNESS:

Frank Marino

r.

s.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Compatly")
UNS Energy Corpomraiion ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Eleclric")
UNS Gas, Inc. ("UNS Gas")
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h .

2 .

3 .

i.

j.

k.

1

m

11.

ST F 6.02

Plant  Addi t ions :

P leas e provide the f ol lowing in f ormat ion f or  the p lant  add i t ion abbreviated as  CBOND96 D is t

Sys tem Integr i ty.

a. The ful l  name of  the projec t .

b . A narrative describing the reason(s) for the project.

c . W as the project inc luded in an approved capital budget and if  so provide that approval.

d. Start date of  the project and completion date of  the project.

e. Any engineer ing determinat ion jus t i f ying the projec t  inc luding any cos t  benef i t  analys is

and Net Present Value analys is or Internal Rates of  return.

A his tory of  the project cost estimates and the reasons for any changes ( inc lude dates and

appropriate approvals based on the applicable LO SA document).

P leas e p r ovide t he p r ojec t  c os t  det ai l  by t ype ( i . e. ,  payr ol l ,  c on t r ac t or  c os t s ,  M& S ,

overheads, AFUDC, f rom the Company plant account ing sys tem.

I n d i c a t e  i f  t h e  p r o j ec t  w as  c on s t r u c t ed  b y  c om p an y  e r n p l oyew ,  c on t r ac t o r s  o r  a

combinat ion. Also detai l  any safety concerns and/or inc idents  that occurred related to the

projec t .

l . If  all or a portion of  the project was performed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

I f  c on t rac tor s  were us ed  p leas e des c r ibe what  overs igh t  was  p rovided  by the

C ompany.

I f  C o m p a n y employees w o e  u s e d  f o r  t h e  p r o j e c t  p l e a s e  e x p l a i n  w h a t

capital/expense work was deferred, i f  any, to al low this  to be done.

Indicate the extent that port ions of  the project were constructed or assembled of f -s ite and

then ins tal led ful ly or  part ial ly on-s ite.

Explain any delays  due to parts  avai labi l i ty,  labor avai labi l i ty or  work s toppages, weather,

des ign constraints ,  permit t ing or any other unant ic ipated problem. Explain the durat ion of

those delays  and i f  appl icable,  AFUDC was s topped.

Indicate i f  "as-bui l t"  drawings/records have been completed.

Indicate whether  the projec t  was  tes ted before being placed in-service and descr ibe the

testing process and criteria used to declare the project used and useful.

I f  equipment  was  purchased f rom the outs ide ( t rans formers  etc . )  were those purchases

warrant ied by the mfg. and i f  not,  why not.

Descr ibe and indicate whether the required maintenance procedures have been scheduled

within the appropriate maintenance system.

Did subsequent budgets ref lect a change in O&M based on the installat ion of  new assets?

Provide any details  of  any outages related to the project s ince the in-service date.

Provide the account ing detai ls  and ad jus tments  made to move the projec t  in to p lant  in

service,  when these adjus tments  woe made; any subsequent adjus tments  made and why

( inc luding dates).  Also indicate when the projec t was unit ized.

0.

p .

q .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ('"REP" or the "Company")
UNS Energy Corporation ("UNS")

g.

UmlSource Energy Services ("UES")
UniSourcc Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS G85") V
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P rov i de suppor t i ng  i n form at i on  for  any  sal vage val ues  i nc l ud i ng  t he u l t i m at e d i spos i t i on

of  unneeded or  rem oved i t em s and how  the salvage w as ac c ounted for  w i t h in  t he projec t .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rem ent s ,  w hat  t he redrernent s  w ere rec orded and w hat  t he assoc iat ed  c ost  of  rem oval

w as.

W a s  t h e  C o m p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v e d ,  f o r  a n y

t ransm ission upgrades or  changes? I f  so p lease provide that  approval  and i f  not  w hy not?

W ere any insurance c laim s t i l ed for  t he projec t  and i f  so w ere t hey received and how  w ere

t hey ac c ount ed for?

R E S P O N S E  :

a.

b .

u .

c .

d.

e .

f.

g.

h.

2.

i.

j.

k.
1.

m.

11.

See Table 1 in the File "STF 6.01 - 6.25 Project DeQai1s.x1sx"

This project supports multiple distribution and sub-transmission (46kV) maintenance line
work orders. The following are types of capita replacement line work:

• Priority 3 capital replacement line work

• Annual System 0n1emd Circuit Patrol, SOCP

e Annual Recloser Capital Replacement Program

• Special Projects - Priority 3 capital replacement line work identified by TEP
engmneenng.

The project was budgeted and the approval waspart of the annual capital budget approval
process.

This project consists of several distinct construction efforts which have indefpeandent
completion dates. Please see Table 2 in file "STF 6.01 - 6.25 Project Details.xlsx".

None.

This project was estimated at $6,742,000. Year-end variances due to r prioritization of
construction resources.

See Table l in the tile "STF 6.01 - 6.25 Project Details.xlsx"

Combination of Company employees and contractors. No safety incidents or concerns
recorded due to this project

1. Some work orders are completed by contract crews under the Company's 3-year
alliance bid agreement for work orders under $250k in labor. No bid analysis' is
required for alliance contractor work under $250k in labor.

TEP supplied inspectors for oversight of contractor work to provide access and
ensure quality of work.

3. No capital work was deferred to allow this project to be completed.

Not applicable.

There wereno delays.

Yes, as-built drawings have been completed

Not applicable. TEP purchased equipment is tested by the manufacturer prior to shipment.

Yes, TEP purchased equipment is warrantied by themanufacturer.

Yes, other procedures exist that monitor and patrol routine maintenanceneededon capital
distribution line assets.

Arizona CorporationCommission ("Commission")
Fortis Inc. ("Forlis")
TucsonElectric Power Company("TEP" or the "Company")
UNS EnergyCorporation ("UNS")

UniSo\nce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

I'll I Illlll
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No, the extra maintenance is absorbed in our annual O&M budget

No outages related to the project since the 'm-service date.

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in Elle
"STF 6.01 - 6.25 Project Detai1s.xlsx".

No, all capital replacement line work is distribution and sub-transmission (46kV). A11
capital equipment within this budget is replaced like for like or replaced to meet new TEP
standard requirements .

u. No claims were filed with any insurers for this project.

RESPONDENT:

Dominic Carter (a, d, g, q-s) and Cynthia Garcia (b, c, e, L g-p, t, u)

WITNESS:

Frank Marino and Susan Gray

t,

Arizona Corporation Commission ("Commission")
Fortis IDC. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourceEnergyServices("UES")
UniSou1ecEnergy Development Company("UED")
UNS Electric, Inc. ("UNSElectn'e")
UNS Gas, Inc.("UNS Gas">

I'll I l
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f_

g.

h.

2.

3.

i .

j-

k .

1.

m.

O.

p.

q.

STF 6.03

Plant Additions :

Please provide the following information for the plant addition abbreviated as CBONI00 Meters
& Metering Equipment.

a. The full name of the project.

b . A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval.

d. Start date of the project and completion date of the project.

e. Any engineering determination justifying the project including any cost benefit analysis
and Nd Present Value analysis or Internal Rates of return.

A history of tlle project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

1. Fully explain the variance in project costs Nom 2013 to 2014, $3.4M to $10.7M.

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety cancans and/or incidents that occurred related to the
project.

1. fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provide by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capitaVexpalse work was deferred, if any, tallow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have beencompleted.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased &om the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TOP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UmlSource Energy Developrncnt Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS G85")

11.
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?
Were any insurance claims filed for the project and if so were they received and how were
they accounted for

RESPONSE

See Table 1 in the file "STF 6.01 - 6.25 Project Detdls.xlsx

By 2013, Tucson Electric Power had deployed approximately 50% of the meters in the
field as Electronic Radio Transmitter ("ERT") meters capable of being read by the
Automatic Meter Reading ("AMR") network. In order to better utilize that investment and
to gain efdciencies in meter reading, the meter exchanges were accelerated inErda to get
a 100% penetration rate. This completely deployed ERT equipped meters and fully utilized
the Fixed network. This implementation also provides additional capabilities and rate
design flexibility by obtaining interval meter information for each customer

The project was approved as part of the 2014-2015 Capital Budget. The approval was part
of the annual capital budgeting cycle

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in tile "STF 6.01 - 6.25 Project Details.xlsx

See STF 6.03(e) AMR Implementation Analysis.pdf, Bates Nos. TEP\021277-021287, for
the NPV computations. It shows a base case, or a 7 year implementation, and the resulting
NPV and ERR for reducing the implementation duration in increments of one year, all the
way to what we ultimately were approved for, which was a 3 year implementation
The 2013 budget of $3.4M we based on exchanging 20,000-30,000 meters per year. The
decision to expedite the meta exchanges was made in 2013, so the 2014 budget was
increased to $10.7M to accommodate the accelerated exchange rate. This increased cost
included 15 additional SES temporary employees and additional material (meters)

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx

The project was constructed by TEP staff and SES. SES hired temporary etnuployees to
handle the meter exchanges. Some additional temporary administrative staff was hired by
TEP to handle the sharp increase in paperwork

TEP received outside bids to perform the installation of meters that went through
the Compa.ny's competitive bidding process. TEP is unable to provide the actual
bids without approval of the contractor due to the competit ively sensit ive
confidential nature of the bidding process

SES is a subsidiary fUNS, SES performs metering work onbehalfof TEP as part
of TEP's metering processes. To execute the meter exchanges, an enlarged staff
was trained and monitored by the SES leadership. By uti l izing SES, TEP
maintained more direct control ova' the How and pace of the project to prevent
creating undue strains on Customer Service and Billing. It also presented a

ArizonaCorporationCommission ("Commission")
Fortis Inc.("Fortis")
Tucson Electric Power Company ("TEP"or the "Company")
UNS Energy Corporation("UNS")

UniSource Energy Services ("UES")
UniSouroe Energy Development Company ("UED")
UNS Electric, Inc. ('"UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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beneficial customer experience utilizing a company that was already familiar to
customers and allowed TEP to control customer contacts and questions.

The majority of the exchanges were performed by the additioriad staff at SES. The
TEP metering group performed some additional exchanges by working overtime.
No planned capital/o&M work we deferred.

There was no off site work performed.

There wereno delays.

There are no as built drawings as these are meter exchanges. The CIS system was updated
with the new meter information as part of the exchangeprocess.

A11 meters are tested at the factory before shipping. The vendor emails the test results for
each shipment of meters to TEP metering personnel. The results are uploaded into the TEP
CIS system for archiving. To validate the manufacture testing, the manufacturer randomly
selects 10% of each order shipment and places them on a separate pallet. This pallet of
meters was tested by TEP when they were received to verify the meters met the testing
requirements. The meters are tested using an RFL 5800 test geL

The project consisted of purchases of the same meters we were purchasing before the
project. The meters have a warranty associated with workmanship of three years.

The mom will be exchanged within 15 years eliminating any maintenance requirements.

Subsequent budgets reflect changes in expense based on the installation of new assets,
including reductions in meter reading expanses, and increases in equipment and software
amortization expense and othersoftware-related maintenance costs.

There have been none.

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project.

No notifications were required as this was not a transmission project.

Claims wa'e within our self-insured retention below our excess insurance coverage. We
booked the self-insured expense as it was incurred.

RESPONDENT:

Dominic Carter (a, d, g, q-s) and Ernesto Ojeda (b, c,e,L h-p, t,u)

WITNESS:

Frank Marino and Susan Gray

r.

s.

t.

u.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS G2S")
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STF 6.04
Plant Additions:
Please provide the following information for the plant addition abbreviated as CBOSK04 SGS U2
Turbine/Circ Water.

a.

b .

c.

d.

e.

f.

g.

h.

2.

i .

j.

k.

1.

m.

H.

o.

p.

q.

The fill] name of the project.

A narrative describing the reason(s) for theproject.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost beiueiit analysis
andNetPresent Value analysis or Internal Rates of retum.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, Hom the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1 . fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and used.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustmeiits made to move the project into plant in
service, when these adjustments woe made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("'I'EP" or the "Company")
UNS Energy Corporation ("UNS")

Uz1iSourcc Energy Services ("UES")
UniScurce Energy DevelopmentCompany ("UED")
UNS Electric, Inc. ("UNS 181¢¢m¢")
UNS Gas, Inc. ("UNS GAS")

I
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March 18, 2016

Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within theproject.

Provide supporting information for any retirements including the reasons for the
retirements, when the rairements were recorded and what the associated cost of removal
was.

Was the Company required to noti fy FERC, or receive FERC approval,  for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:

a. See Table 1 in the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

b . This construction effort was to:

1. Replace the original generator rotor that was at the end of its normal operating life
with a new, current design rotor.

Replace the turbine main steam stop and control valves.

Replace leaking and deteriorated cooling tower' distribution valves and deteriorated
cooling tower circulating water screens.

Yes, project was included in approved capita budget.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

This task was justified for reasons of reliability and ability to serve rather than payback on
investment.
Cost estimates were included in the capital approval documentation.

See Table l in the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

1. The equipment was sole-sourced to the original equipment manufacturer ("OEM")
and TEP sole-sourced justification procedures were followed. TEP received
outside bids to perform the installation work, which went through the Company's
competitive bidding process. TEP is unable to provide the actual bids without
approval of the contractor due to the competitively sensitive confidential nature of
the bidding process.

A contractor performed the aerator work. Company engineers or maintenance
supervisors provided contractor oversight.

A combination of contractors and company employees was used to accomplish the
turbine valve work. Company engineers or maintenance supervisors provided
contractor oversight.

Capital/expense work was not deferred to perform this project. When used, plant
personnel and their time was budgeted for the project

1. Rotor was manufactured off-site and installed on-site.

2. Valves were manufactured off-site and installed on-site.

3. Valves and screens were manufactured off-site and installed onsite.

No delays due to pans availability, labor availability, weather, design constraints,
permitting or unanticipated problems.

Arizona Corporation Commission ("Commission")
FortisInc.("Fortis")
TucsonElectric Power Company("TEP"or the "Company")
UNSEnergy Compotation("UNS")

UniSourcc Energy Services ("UES")
UniSom\:e Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elec1Iic")
UNS Gas, Inc. ("UNS GAS")
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DOCKET no. E-01933A-15-0322
March 18, 2016

As-built drawings completed as required.

The generator rotor was subjected to over-speed and electrical tests off-site. Also subjected
to a battery of electrical tests on-site before being placed into service.

Turbine valves were subjected to in-Held testing of sealing surfaces and calibration.

Cooling tower valves and screens were not tested prior to being placed in service.

All equipment warrantied by manufacturer.

Maintenance procedures have been scheduled within appropriate maintenance system.

No

None

There are two types of methods in which assets can be transferred &om CWIP to PIS .-
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets Rom CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of rernovad associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in tile
"STF 6.01 - 6.25 Project Details.xlsx".

t. No FERC approval required .

u. No Insurance Claims

RESPONDENT:

Wanda Nerney (a, d,g,q-s) and Pat Fahey (b,c,e, f, h-p, t, u)

WITNESS:
FrankMarino and David Hutchens

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Saviccs ("UES")
UniSouroe Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS Gas")

in I I  I I I1-111 _ lllllll
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STF 6.05

Plant Additions:

Please provide the following information forthe plant addition abbreviated as CBOSKOl SGS U2

Blanket.

a.

b.

c.

d.

e.

f.

g.

h.

2.

3.

i.

j-

k.

1.

m.

D.

o .

p .

q .

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that avpprovad.

Start date of the project andcompletion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from theCompany plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

l . Ifadl or a portionof theproject was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and,i f applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eieclric")
UNS Gas, INC. ("UNS Gas")

I'll Hlllll ll II
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March 18, 2016
Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what die associated cost of removal
was.

Was the Company required to not i fy FERC, or receive FERC approval,  for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx"

This construction effort:

1. Replaced a number of critical valves, pumps, and motors associated with the boiler
feedwater system that were worn out or performing poorly.

Upgraded or replaced the distributed controls system and the turbine progrannnnable
logic controller because they were obsolete and at end-of-life with diminishing
support Hom theoriginal equipment manufacturers .

Replaced plant instrumentation that had failed like analyzers, posidoners, and
transmitters or upgraded lighting to improve visibility and safety.

4. Overhauled/replaced a priinuary air fan.

Yes, project was included in approved capital budget. Various tasks included in this
project.

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in tile "STF 6.01 - 6.25 Project Details.xlsx".

These tasks were justified for reasons of reliability and ability to serve rather than payback
on investment.

Cost estimates were included in the capital approval documentation.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx"

1. Both sole-source and competitive bid processes were performed for this project
TEP is unable to provide the actual bids without approval of the contractor due to
the competitively sensitive conNdentiad nature of the bidding process.

A combination of contractors and company employees was used to accomplish this
work. Company engineers or maintenance supervisors provided contractor
oversight.

Capital/expense work was not deferred to perform this project. When used, plant
personnel and their time was budgeted for the project.

Components, i.e., valves, motors, pumps, sewers, controllers, actuators, etc. were
fabricated or overhauled, assembled, and tested off-site and then installed on-site.

No delays due to parts availability, labor availability, weather, design constraints,
permitting or unanticipated problems .

As-built drawings completed as required.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Electl'ic")
UNS Gas, Inc. ("UNS Gas")

I

k.

i .
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\III



1.

m.

H.

o.

p.

q.

TUCSON ELECTRICPOWER COMPANY'S RESPONSE TO STAFF'S sn<m°°§"i:'f°a8°.$.?$.l»$883
DATAREQUESTS REGARDHWGTHE 2015 TEP RATE cAsE Page 14 ef75

DOCKET no. E-01933A-15-0322
March 18, 2016

New and rebuilt pumps, motors, components, etc. tested at factory according to
specifications.

Equipment and/or components tested at factory according to specifications.

All equipment warrantied by rnanMacturer.

Preventive maintenance (PM) and Predictive Maintenance (PDM) schedules were
established per the manufacturer's recommendations.

Maintenance procedures have been scheduled within appropriate maintenance system.

Where applicable, yes.

None

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of rernovad associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in tile
"STF 6.01 - 6.25 Project Detauils.xlsx".

t. No FERC approval required

u. No Insurance Claims

RESPONDENT:

Wanda Nerney (a, d, g, q~s) and Pat Fahey (b, c, e, f, h-p, t,u)

WITNESS:

Frank Marino and David Hutchens

r.

S.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Com'por£lrtion ("UNS")

UmlSource Energy Scrvioes ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.06

Plant Additions :

Please provide the following information for the plant addition abbreviated as CBOSH02 SGS
U12 Coal Yard.

a.

b.

c.

d.

e.

h.

2.

3.

i.

j~

k.

1.

H.

o.

p.

q.

The Ml name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safar concerns and/or incidents that occurred related to the
project.

1. Itlall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company. . ,
I f  Company employees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled 08'-site and
then installed fully or parNadly on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-savice date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Composition ("UNS")

UniSouxce Energy Services ("UES")
UniSoume Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

m .

g.

ow H
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project andif so were they received and how were
they accounted for? .

RESPONSE:

a.

b.

u.

c.

d.

e.

f.

g.

h.

2.

3.

i.

j-

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx"

This construction effort included: .
1. Replacing service water piping, vacuum piping, and washdown sump pumps to improve
housekeeping and safety in the coalyard.

2. Upgrading or replacing equipment to preserve the reliability and operability of the coal
conveying system.

3. Purchasing portable conveyors.

Yes, project was included in approved capital budget. Various tasks included in this
project. Capital approval documents can be made available.

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table2 in file "STF 6.01 - 6.25 Project Details.xlsx".

These tasks were justified for reasons of reliability and ability to serve rather Dian payback
on investment.

Cost estimates were included in die capital approval documentation.

"STF 6.01 - 6.25 Project Details.xlsx"

1. Both sole-source and competitive bid processes were performed for this project
TEP is unable to provide the actual bids without approval of the contractor due to
the competitively sensitive confidential nature of the bidding process.

A combination of contractors and company employees was used to accomplish this
work. Company engineers or maintenance supervisors provided contractor
oversight.

N/A. Purchase of new portable equipment

CapiMexpense work was not deferred to perform this project. When used, plant
personnel and their time was budged for the project.

Components, i.e., piping, valves, pumps, were manufactured off-site and then fully
installed on-site

Materials, i.e., plate steel, electrical wire, were manufactured off-site and then fully
installed on-site.

Portable conveyors were manufactured off-site.

No delays due to parts availability, labor availability, weather, design constraints,
permitting or unanticipated problems.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compotation ("UNS")

UniSource Energy Services ("UES")
UniSourceEnergy Development Company("UED")
UNSElectric,Inc. ("UNS Electric")
UNSGas, Inc. ("UNSG85")
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As-built drawings completed as required.

Field tested when placed into service.

All equipmait warrantied by manufacturer.

Maintenance procedures have been scheduled within appropriate maintenance system.

Where applicable, yes

None

There are two types of methods in which assets can be transferred Hom CWIP to PIS ._
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction ofnewassets. Please see table 3 in file
"STF 6.01 - 6.25 Project Detai1s.xlsx".

t. No FERC approval required.

u. No Insurance Claims

RESPONDENT:

Wanda Nerney (a, d, g, q-s) and Pat Fahey (b, c, e, L h-p, t,u)

WITNESS:

Frank Marino and David Hutchens

r.

s.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Ccmpontion ("UNS")

UniSom1:e Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elecll'ic")
UNS Gas, Inc. ("UNS Gas")

l l
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STF 6.07

Plant Additions :

Please provide the following information for the plant addition abbreviated as D12PD41 SGS

10MW Expansion.

a.

b.

c.

d.

e.

g.

h.

i.

j.

k.

1.

m.

D.

0 .

p .

q .

The full name of the project.

A sanative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LO SA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project,

1. [fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expernse work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed Mly or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tuscon Electric Power Company ("TEP" or the "Company")
UNS Energy Compotation ("UNS")

f.

2.

3.

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition

o f unneededor removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the

retirements, when the retirements were recorded and what the associated cost of removal

was.

Was the Company require to not i fy  FERC, or rece ive FERC approval,  for any

transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received andhow were

they accounted for? .

R E S P O N S E :

a. See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

b. It is consistent with the company's philosophy to meet the RES compliance by using both

Power Purchase agreements and self-owned Renewable Generating assets.

Yes. Typically, the amount of capital budget requested for a project(s) is equal to the

amount that the ACC approves TEP to spend including, ancillary costs, as requested in the

company's Implementation Plan. This amount is included in TEP's overall capital budget.

TEP's Board of Directors provides final approval for the Capital budget

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

Engineering studies were done to conium that the proposed site would not negatively

impact the local grid. TEP's value analysis is based on meeting the RES requirement as

economically as possible.

TEP is in the process of gathering this information and will provide it as soon as possible.

See Table l in the tile "STF 6.01 - 6.25 Project Details.xlsx".

The Renewable Project and the interconnection were constructed by 3rd party contractors.

Safety - No safety incidents

1. Both procurement and construction of the project was selected using a competitive

RFP process based on quarlificadons, value, experience and price.

Renewable site:

The major components of the renewable site, the SunPower C7 concentrating single

axis tracker with related components, the T5 silicon modules and inverters

including the electrical design for those components were procured directly from

SunPower Corp by TEP. The remainder of the design, balance of system

components and site construction were contracted to Gehrlicher Solar America

Corp.

TEP had weekly phonemeetings with all parties which included discussions on:

• Integration of the differing engineering disciplines into a final design

• Integration ofTEP standards into the design

• Construction updates

• Scheduling

• QA/QC

• Budget

2.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Elem-ic, Inc. ("UNS Electric")
UNS Gas,Inc.("UNS Gas")
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•

i .

j-

k.

1.

m.

H.

O.

p.

Project close out

TEP had a bi-weekly (or greater) presence on the jobsite to review progress

Interconnection

TEP's 3"1 party contractors were under the immediate and constant supervision of a TEP
construction manager.

1. No capitaVexpemse work was deferred for this project

ABB inverter stations were constructed off siteby the manufacturer and delivered to the
site for installation. These stations include inverters, transformers, monitoring equipment,
and supporting AC/DC switchgear.

The required interconnection breaker for this facility was constructed oil' site by the
manufacturer and delivered to the site for installation.

The original C.O.D. for the project was 4th quarter 2013. Due to a lengthy, but
unsuccessful, land negotiation with Toho ro O'odham Nation the project was relocated to
TEP's Springewille Generating Station. This caused delays due to redesign, reshipping
and renegotiation of contract terms and pricing. The revised C.O.D. was 4th quarter 2014.
There were no other noteworthy delays. There was no disruption to AFUDC as that process
was not starteduntil the site location was confirmed and moved to the Springerville site.

Yes

SMA, ABB, and Advanced Energy Field Service Technicians along with contractor and
Company employees tested and commissioned each inverter on site prior to energizing and
back feeding power to the Springerville distribution system.

SunPower Field Technicians along with contractor tested and commissioned the C7 single-
axis tracker system.

Contractor completed I-V curve trace analysis for the system. Facility production analysis
was also performed by the contractor to continrn the facility was operating as designed.

Yes, all product was delivered and installed with warranties in place.

Vegetation management for the site was completed in Q1, 2016.

Contractor is completing the annual system testing & inspections for the C7 single-axis
tracker system in Q1, 2016

Contractor is scheduled to complete annual system testing & inspections for the T5 fixed-
tilt system in Q2, 2016.

In addition, Company employees conduct quarterly site inspections as part of the ongoing
operations & maintenance of this facility

Yes, costs for operations & maintenance of this facility are accounted for in budgets
approved as part of the REST plan.

One day site outage on February 3" 2015 to support a maintenance outage associated with
the adjacent SGSSS facility.

One day site outage on December 9th 2015 to inspect the ABB transformers

Six day site outage start ing on May 20"' 2015 due to a connection fai lure at the
interconnection breaker.

One day site outage on February 16'*' 2016 to replace ABB transformer.

Arizona CorporationCommission ("Commission")
Fortis Inc. ("Foxlis")
Tucson Electric PowerCompany ("TEP" or the "Company")
UNS Energy Coxpcnation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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q. There are two types of methods in which assets can be transferred from CWIP to PIS ._
manual unitization and blanket unitization. Each method results 'm a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project. .

Transmission upgrades were not required to support the interconnection of this facility.
This facility interconnects to the Company's 34.5kV distribution system and followed the
Distributed Generation Interconnection Requirements, therefore FERC notification was
not required.

u. No insurance claims filed.

RESPONDENT:

Wanda Nerney (a, d, g, q-s), Jeff Krauss (b, c, e, ii h, j, k, m, u) and Gabe Torres, Chris Lindsey,
( i , 1,11-P, 0

WITNESS:
Franek Marino / Carmine Tillman

SUPPLEMENTAL RESPONSE: March 21, 2016

£ This estimate was based off of a 2010 solar module supply RFP and subsequent award to
SunPower Corp for 11.3 MWdc of T5 modules delivered and paid for from QS 2011
through 2013. The project estimate was $4 per watt dc broken out as $3/W for material
and $1/W for construction costs or $45,200,000.00.

In 2012 an amendment to the contract was executed such that 7.02MWdc of the T5 were
to be replaced by an equal amount of the C7 product.

RESPONDENT:

Jet Krauss (D

W ITNESS:
Carmine Ti l lman

r .

s.

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy CcupoIation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.08

Plant Additions:

Please provide the following information for the plant addition abbreviated as D07BL04 Pwest-

Srosa Line & Sub PartcpM.

a.

b.

c.

d.

e.

£

g.

h.

2.

3.

i.

j~

k .

1.

o .

p .

q .

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budge and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis

and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and

appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,

overheads, AFUDC, ham theCompany plant accounting system.

Indicate if the project was constructed by company employees, contractors or a

combination. Also detail any safety concerns and/or incidents that occurred related to the

project.

1. If all or a portion of the project was performed by outside contractorspleaseprovide

thebid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the

Company.

If  Company employees were used for the project p lease expla in what

capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and

then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,

design constraints, permitting or any other unanticipated problem. Explain the duration of

those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the

testing process and criteria used to declare the project used and useful.

If equipment was purchased Rom the outside (transformers etc.) were those purchases

warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintaiance procedures have been scheduled

within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in

service, when these adjustments were made; any subsequent adjustments made and why

(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Portie")
Tucson Electric Power Company ("TOP" or the "Company")
UNS Enemy Coarpomtion ("UNS")

H.

m.

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas")
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M a r c h 18 ,  2016

P rov i de suppor t i ng  i n form at i on  for  any  sal vage val ues  i nc l ud i ng  t he u l t i m at e d i spos i t i on

of  unnw ded or  rem oved i t em s and how  t he sal vage w as ac c ount ed  for  w i t h i n  t he p rojec t .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rem ent s,  w hen t he ret i rem ent s w ere rec orded and w hat  t he assoc iat ed  c ost  of  rem oval

w as .

W a s  t h e  C o m p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v a l ,  f o r  a n y

t ransm ission upgrades or  changes? I f  so p lease provide that  approval  and i f  not  w hy not?

W ere any insurance c laim s t i l ed  for  t he projec t  and i f  so w ere t hey received and how  w ere

t hey ac c ount ed for? .

R E S P O N S E :

a . See Tab le 1  i n  t he f i l e "STF 6 .01 -  6 . 25 P rojec t  Detai l s . xl sx" .

b . F r om  a  s t a t e - w i d e  p e r s p ec t i v e ,  t h e  P r o j ec t  p r ov i d es  a  n ec es s a r y  c om p on en t  o f  t h e

t r a n s m i s s i o n  i n f r a s t r u c t u r e  b y  p r o v i d i n g  s e r v i c e  f o r  t h e  l o a d  g r o w t h  t h e  s t a t e  w a s

exper i enc i ng  at  t he t im e of  t he p l ann ing  for  t he p roj ec t  I t  ac c om p l i shes t h i s  by  p rov i d i ng

an  add i t i onal  pat h  t o m ove energy  f rom  new  generat i on  fac i l i t i es  near  t he P ro V erde hub

t o t he l oad  areas ,  as  w el l  as  al l ev i at e t ransm i ss i on  c onst rai n t s .  Th i s  p roj ec t  enab l ed  t he

m ovem ent  of  energy  f rom  t he P alo V e r d e area,  an energy m arket  hub,  to southern Ar izona.

S pec i f i c al l y  for  TE P  i t  p rov i ded  P i i nal  Cen t ral  as  a poin t  t o w h i c h  TE P  c ou ld  c onst ruc t  a

500kV  l i ne p rov i d i ng  T E P  d i rec t  c onnec t i v i t y  bet w een  i t s  serv i c e t er r i t or y  and  t he P al o

V erde hub  w h i c h  i s  a m ajor  sourc e of  energy for  TE P .

u .

c .

d .

e.

The projec t  w as budget ed and t he approval  w as par t  of  t he annual  c ap i t a budget  approval

p roc ess.

See Table 1 in  the f i le "STD 6.01 -  6 .25 Projec t  Detai l s.>dsx" .

F r om  a  r eg i on a l  p e r s p ec t i v e ,  t h i s  P r o j ec t  i s  a  s eg m en t  o f  a  l a r g e r  t r an s m i s s i on  p l an

i d en t i f i ed  t h r ou g h  t h e C en t r a l  A r i zon a T r an sm i ss i on  S ys t em  ( C A T S )  S t u d y .  T h e C A T S

S t udy w as p repared  c ol l aborat i vel y  by  ei gh t een  pub l i c  and  p r i vat e u t i l i t y  c om pan ies  w i t h

t he par t i c i pat i on  of  t he A r i zona Corporat i on  Com m iss ion  (ACC).  The purpose of  t he S t udy

was to exam ine ways to inc rease t ransm ission capac i t y throughout  the state,  spec i f i cal l y in

c en t ra l  A r i zon a.  T h e CA T S  s t u d y  i d en t i f i ed  t h i s  p ro j ec t  as  a c om p on en t  t o  ad d ress  t h e

reg i onal  red  for  e l ec t r i c al  t r ansm i ss i on  i n f ras t ruc t u re.  Load  g row t h  t h roughou t  t he s t at e

of  A r i zona w as  t axi ng  t he exi s t i ng  t ransm i ss i on  fac i l i t i es .  T he exi s t i ng  el ec t r i c al  sys t em

w as developed in  a t im e w hen t ransm iss ion l i nes w ere assoc iated w i t h  spec i f i c  generat ing

proj ec t s .  I t  w as not  env i s i oned  t o be a robust  sys t em  p rov i d i ng  unenc um bered  ac c ess  t o

the "elec t r i c  gr id . "  This P rojec t  was developed to address the inc reased dem and for  energy

del i very in  c ent ral  A r i zona im proving t ransm iss ion c apac i t y ,  rel i ab i l i t y ,  and overal l  system

suppor t . The proposed P rojem  also prov ided add i t i onal  t ransm iss ion  c apac i t y  t o suppor t

f u t u r e  g r ow t h i n Mar i c opa,  P enal , and P im a Count i es  and prov ides i nc reased rel i ab i l i t y  t o

t he c ent ral  A r i zona pow er  gr id ,  as a w hole, i n  ac c ordanc e w i t h  t he CA TS  st udy ob jec t i ve.

f. The total  projec t  cost  was est im ated by SRP and any changes were m anaged by SRP.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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See Table1 in the file"STF 6.01 - 6.25 Project Details.x1sx".

SRP was the project manager for the project and hired a line contractor to construct the
project. TEP personnel were not directly involved in the construction of the project or
oversight of any contractors.

The line and substations were constructed on site.i .

j~ Construction on the project progressed in accordance with the schedule determined by the

project manager.

k . SRP is the operating agent for the line and was responsible for obtaining and maintaining

the as-built drawings.

1. Yes the line was tested in accordance with SRP procedures. SRP was responsible for all

the testing and commissioning of equipment before it was placed in-service.

m. SRP was responsible for equipment purchases and did obtain appropriate wananties.

H.

0.

p .

q.

SRP is responsible for maintenance procedures.

Yes, as SRP has identified future O&M costs they get incorporated into TEP's budget.

No outages related to the project since the in-service date.

There are two types of methods in which assets can be transferred from CWIP to PIS -.
manual unitization and blanket unitization. Each method faults in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project.

The participation agreement amongst the parties was provided to FERC. TEP did not

request specific approval of the project for itself This is not required by FERC.

u. TEP did not file any claims with any of our insurers for this segment of the overall project.

RESPONDENT:

Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c,e, f, h-p, t,u)

w1TnEss=

Frank Marino and Susan Gray

r .

s.

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UmlSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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f .

g.

2.

3.

i .

j~

k .

1.

m.

H.

STF 6.09

Plant Additions:

Please provide the following information for the plant addition abbreviated as D14PD43 2014

Bright Buildout Plan Fort Huachuca.

a. The full name of the project.

b . A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval

d. Start date of the project and completion date of the project.

e. Any engineering determination justifying the project including any cost benefit analysis

and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and

appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S

overheads, AFUDC, &om the Company plant accounting system

Indicate if the project was constructed by company employees, contractors or a

combination. Also detail any safety concerns and/or incidents that occurred related to the

project.

1. Ifadl or a portion of the project was performed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the

Company.

If  Company employees were used for the project p lease expla in what

capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and

then installed Mly or partially on-site.

Explain any delays due to pans availability, labor availability or work stoppages, weather

design constraints, permitting or any other unanticipated problem. Explain the duration of

those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records havebeen completed.

Indicate whether the project was tested before being placed in-service and describe the

testing process findcriteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases

warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled

within theappropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in

service; when these adjustments were made; any subsequent adjustments made and why

(including dates). Also indicate when the project was unitized.

o.

p.

q.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

h.

UniSource Energy Services ("UES")
UniSourceEnergy Development Company ("UED")
UNS Electric, IDC.("UNS E1ec1Iic")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition

of unneeded or removed items and how the salvage was accounted for vln'thin the project.

Provide supporting information for any retirements including the reasons for the

retirements, when the retirements were recorded and what the associate cost of removal

was.

Was the Company required to notify FERC, or receive FERC approval, for any

transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received and how woe

they accounted for? .

RESPONSE' March 18, 2016

a.
b.

u.

c.

d.

e.

f.

g.

h.

See Table 1 ire the ile "STP 6.01 - 6.25 Project Details.xlsx".

The Fort Huachuca PV Project was built as a collaboration between the Company, Fort
Huachuca, and the Department of Defense to meet both Company renewable requirements
as well as meet the Army's goal of deploying 1 Gigawatt of renewable energy resources.

Yes. Typically, the amount of capital budget requested for a project(s) is equal to the
amount that the ACC approves TEP to spend, including ancillary costs, as requested in the
company's Implementation Plan. This amount is included in TEP's overall capital budget.
TEP's Board of Directors provides final approval for the Capital budget.

See Table l in the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

Engineering studies were done to confirm that the proposed site would not negatively
impact the local grid. TEP's value analysis is based on meeting the RES requirement as
economically as possible.

TEP is in the process of gathering this information and will provide it as soon aspossible.

See Table l in the file "STF 6.01 - 6.25 Project Details.xlsx"

The Renewable Project was constructed by a 3rd party EPC. The interconnection for the
project was constructed by TEP employees.

Safety - Yes, a contractor entered an energized section of Inverter 8A during system
commissioning. Work was stopped to re-establish the proper clearance procedure to
complete the work safely.

1. After a competitive solicitation where-in TEP requested cost + 5% contract terms,
E-on SE was the only Erna willing to except the terms.

Renewable site:

E-on SE was responsible for Engineering, Procurement and Construction with
guidance from TEP as noted below.

TEP had weekly phone meetings with all parties which included discussions on:

• Integration of the differing engineering disciplines into a final design

• Integration of TEP standards into the design

• Construction updates

• Scheduling

• QA/QC

• Budget

2.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compcmation ("UNS")

UniSource Energy Services ("YES")
UniSource EnergyDevelopmentCompany("UED")
UNS Electric,Inc.("UNSElectric")
UNS Gas, Inc.("UNS Gas")
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i .

j-
k
1.

m.

H.

o.

p .

q .

r .

s .

t.

• Project close out

TEP had a weekly (or greater) presence on the jobsite to review progress

SMA inverters, GEProlecpad-mount transformers, and S&C switchgear woe assembled
by these manufacturers off site and installed as pan of the overall project by both
contractors and Company employees.

The scheduled COD date was Q42014. The COD date was met without notable delays.

Yes

SMA Field Service Technicians along with contractor and Company employees tested and
commissioned each inverter on site prior to energizing and back feeding power to die Fort
Huachuca Substation.

Contractor completed I-V curve trace analysis for the system. Facility production analysis
was also performed by thecontractor to confirm the facility was operating as designed

Yes, adj product was delivered and installed with warranties in place.

Contractor completed site inspection for the facility in Ql, 2015

Vegetation management for the site was completed in Ql, 2016.

Contractor completed the annual system testing & inspections for the facility in Ql, 2016

In addition, Company employees conduct monthly site inspections as part of the ongoing
operations & maintenance of t]1is facility

Yes, costs for operations & maintenance of this facility are accounted for in budgets
approved as part of the REST plan.

Eight day site outage starting on January 8*11 2015 due to required work at the Fort
Huachuca Substation.

One day site outage on December 15"* 2015 to inspect GE Prolec transformers

There are two types of methods in which assets can be transferred Hom CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transfening assets ham CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project.

Transmission upgrades were not required to support the interconnection of this facility.
This facility interconnects to the Company's l3.8kV distribution system and followed the
Distributed Generation Interconnection Requirements, therefore FERC notification was
not required.

u. No insurance claims filed

RESPONDENT:

Wanda Nerney (a, d, g, q-s), Jeff Krauss (b, c, e, f, h, j, k, in, u) and Gabe Tories, Chris Lindsey,
(i, 1, 11-p, t)

WITNESS:
Frank Marino / Carmine Tillman

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electl'ic Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UnxlSource Energy Services ("UES")
UniSourceEnergy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IBC. ("UNS Gas")
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SUPPLEMENTAL RESPONSE: March 21, 2016
£ The land for the site was provided to TEP in an easement from FortHuachuca as part of

the agreementreferenced insection b. Procurement and construction costs were estimated
tO be $1.75/watt or $30,100,000.00.

RESPONDENT:
Jeff Krauss (1)

WITNESS:
Carmine Tillman

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSouroe Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elecn'ic")
UNS Gas, Inc. ("UNS Gas")
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STF 6.10

Plant Additions :

Please provide the following information for the plant addition abbreviated as D13SK07 SGS U2
LP1 811d LP2.

a.

b .

c.

d.

e.

f.

g.

h.

2.

3.

i .

j-

k .

1.

m.

IL

o .

p .

q.

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on theapplicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project

1. If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and used.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
vldthin the appropriate maintenance system.

Did subsequent budgets retlem a change in O&M based on the installation of new assets?

Provide any details of any outages related to the proem since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Electric")
UNS Gas, kc. ("UNS Gas")

I'll
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Comnupainy required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims Bled for the project and if so were they received and how were
they accounted for?

RESPONSE:

a.

b .

u.

c.

d.

e.

£
g.

h.

2.

i.

J.

See Table 1 in the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

This construction effort was to replace the low pressure (LP) turbine full inner module
including: new LP Inna casing, fully bladed rotors, fully bladed carriers, hardware, and
specialty tooling.

Yes, project was included in approved capital budget.

See Table l in the file "STF 6.01 - 6.25 Project Details.xlsx".

This project was justified for reasons of reliability and economic payback.

Cost estimates woe included in the capital approval documentation.

See Table 1 in the File "STF 6.01 - 6.25 Project Detai1s.xlsx".

1. Material  was sole-sourced to the OEM and TEP solesourced jusdi icat ion
procedures were followed. TEP received outside bids to perform the installation
work, which went through the Company's competitive bidding process. TEP is
unable to prow°de the actual bids without approval of the contractor due to the
competitively sensitive confidential nature of the bidding process.and TEP sole-
sourced justification procedures were followed. TEP received outside bids to
perform the installation work, which went through the Company's competitive
bidding process. TEP is unable to provide the actual bids without approval of the
contractor due to the competitively sensitive conhdentid nature of the bidding
process.

Contractors performed this work. Company engineers or maintenance supervisors
provided contractor oversight.

3. N / A

Equipment was manMacmred off-site and installed on-site.

No delays due to parts availability, labor availability, weather, design constraints,
pennnitdng or unanticipated problems.

As-built drawings completed as required.

Rotor over-speed testing performed at OEM site.

All equipment warrantied by manufacturer.

Maintenance procedures have been scheduled within appropriate maintenance system.

N o

None

k.

1.

m.

D.

o.

p.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS G28")

III
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There are two types of methods in which assets can be transferred from CWIP to PIS
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system

No salvage amounts were recorded for this project

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in File

STF 6.01 - 6.25 Project D€tails.xlsx
N o

No Insurance Claims

RESPONDENT

Wanda Nerney (a, d, g, q-s) and Pat Fahey (b, c, e,11 h-p, t, u)

Frank Marino and DavidHutchins

ArizonaCorporationCommission("Commission")
Fortis plc. ("Fortis")
TucsonElectric Power Company ("TEP" or the "Company")
UNS Energy Compotation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy DevelopmentCompany ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS Gas">

l III
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STF 6.11
Plant Additi0ng;
Please provide the following information for the plant addition abbreviated aw D05BL01 Paulo
Vade-Pina1 WestPart.
a.

b .

c.

d .

e.

f_

h.

2.

3.

i.

j-

k.

m.

D.

o.

p .

q.

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capita] budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate if the project was constructed by company enuployees, contractors or a
combination. Also detail any day concerns and/or incidents that occurred related to the
project.

l . If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company ennployees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate The extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased &om the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSon<:e Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS GAS")

1.

g.

III II l
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s.

t.

u.

e . /fi
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T U C S C N E L E C T R I C P O W E R  C O M P A N Y ' S  R E S P O N S E  T O S T A F F ' S SIXTH SET Qguhment MJM-14

D A T A R E Q U E S T S  R E G A R D I N G  T H E  2 0 1 5  T E P  R A T E C A S E Page 33 of 75

D O C K E T  n o .  E - 0 1 9 3 3 A - 1 5 - 0 3 2 2

M a r c h 18,  2016

Provide suppot rdng in f ormat ion  f or  any salvage values inc luding the u l t imate dispos i t ion

of  unneeded or  removed i tems and how the salvage was accounted f or  wi th in  the project .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rements,  when the ret i rements were recorded and what  the associated cost  of  removal

was.

W a s  t h e  C o m p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v a l ,  f o r  a n y

transmission upgrades or  changes? I f  so please provide that  approval and i f  not  why not?

W ere any insurance c laims t i led f or  the project  and i f  so were they received and how were

they accounted f or?

R E S PO N S E  :

a. See Table 1 in  the f i le "STF 6.01 -  6 .25 Project Detai ls .x. lsx" .

b . / c . TEP is in  the process of  gather ing th is in f ormat ion and wi l l  provide i t  as soon as possible.

d . Th i s  pr o j ec t  c on s i s t s  o f  s ever a l  d i s t i n c t  c on s t r u c t i on  e f f or t s  wh i c h  h ave i n depen den t

complet ion dates.  Please see Table 2 in  t i le "STF 6.01 - 6.25  Projec t  Detai ls .xlsx" .

TEP is in  the process of  gather ing th is in f ormat ion and wi l l  provide i t  as soon as possible.

g . See Table 1  in  the f i le "STF 6 .01  -  6 .25  Project  DeMls.xlsx" .

h . - p . TEP is  in  the process of  gather ing th is  in f ormat ion and wi l l  provide i t as soon as possible.

q . There are two t ypes  of  methods  in  wh ich  assets  can  be t r ans f er red f r om CW IP to PIS -

m an u a l  u n i t i za t i on  an d b l an k et  u n i t i za t i on . E ac h  m e t h od  r es u l t s  i n  a  j ou r n a l  en t r y

t ransfer r ing assets f rom CW IP to PIS in  the Plant  Account ing system.

No salvage amounts were recorded f or  th is  project .

The ret i r emen t  and cos t  of  r emoval  assoc iated w i th  th is  projec t  occu r red as  a r esu l t  of

replacement  or  obsolescence dur ing const ruct ion of  new assets.  Please see table 3  in  t i le

"STP 6 .01  -  6 .25  Project  Detai ls .xlsx" .

t . /u . T E P i s in  the process of  gather ing th is in f ormat ion and wi l l  provide i t  as soon as possible.

R E S P O N D E N T :

Randy Deming (a,  d,  g,  q-s)  and Ana Bustamante (b,  c,  e,  f ,  h-p, t , u )

W I T N E S S :

Frank  Mar ino and Susan  Gray

r .

s .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSouroe Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eleclric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.12

Plant Additions: .
Please provide the following information for the plant addition abbreviated as D08BP01 Vail T3
345/138kV Xfnnr Add.

a.

b.

c.

d.

e.

f_

g.

h.

2.

3.

i.

j.

k

1.

m.

H.

o .

p .

q .

The full name of the project.
A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of die project cost estimates and thereasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).
Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.
Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.
1 . fall or a portion of the project was pdormed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

If contractors woe used please describe what oversight was provided by the
Company.
If Company employees were used for the project please explain what
capita expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.
Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.
If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.
Describe and indicate whether the required maintenance procedures have been scheduled
vdthin the appropriate maintenance system.
Did subsequent budgets reflect a change inO&lMbased on the installation of new assets?

Provideany details of any outages related to the project since the in-service date.
Provide the accounting details and adjustments nude to move the project into plant in
service; when these adjustmaits were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electn'c Power Company ("TEP" or the "Company")
UNS Energy Compouration ("UNS")

UniSo\nce Energy Services ("UES")
Um'Source Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

I
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Docket No. E-°1g33A,15.g322
TUCSONELECTRICPOWER COMPANY'S RESPONSE TOSTAFF'S SIXTH SET Wd\lTl€ht MJM-14

DATA REQUESTS REGARDING THE 2615 TEP RATE CASE Page as °f15
nocmzr no. E-01933A-15-0322

March 18, 2016
Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.
Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?
Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:
a.

b.

c .

d.

e.

f_

g.
h.

2.

i.

j~

k .

1 .

See Table 1 in the file "STP 6.01 - 6.25 Project Detai1s.xlsx".

This project was constxlucted to provide capacity for load served &om Vail. TheM5kv expansion
required the relocation of the Vail-South Loop lime by extending the bus and adding four (4)345kV
brealoeirs, and eight (8) 345kV switches. One 672 MVA 345kV/138kV transformer was installed
in the bay 4 position.
An additional 'fifth 345kV breaker and ninth 345kV switch was installed to tie the express
line to the "B" bus for contingency switching.

The project was budgeted and the approval was part of the annual capital budget approval
process.
This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in tile "STP 6.01 - 6.25 Project Detai1s.xlsx".

The purpose of the project is to comply with NERC Planning Standards and WECC System
Performance Criteria.
The project was estimated at $19.5M. Miscellaneous adjustments were made during the
project.
See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

The project was constructed by a combination of company ennployees and contractors.
Thee was one incident that occurred during construction where a line was inadvertently
tripped when the wrong cable was cut. No customer outage, just a tripped line for a brief
period of time.
1. The civil and physical construction request for quotation was sent to 6 companies.

The 4 bids received were compared on price, accuracy and ability to adhere to the
schedule.

TEP supplied inspectors for oversight of contractor work to provide access and
ensure quality of work.

3. No capital work was deferred to allow this project to be completed.
The transformer, switches, and breakers were built by the manufacturer at their sites then
installed and tested at Vail Substation.
There were no delays. .
As-built drawings have been completed.

Substation Engineering provided standard testing procedures and the procedures were
followed prior to commissioning the equipment.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Elem¢tric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Eleclric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

l NNI



m.

D.

4

o.
p.

q.

r.

s.
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The transformer and breakers were purchased with a warranty Nom the manufacturer.

Yes, the required maintenance procedures have been established as described below:

• Doble (set of diagnostic tests that prove integrity of the transformer) and sudden

pressure relay testing after 1 year, 3 years, 5 years and every 3"* year thereafter.

• Monthly warranty inspection for first Ive years.

• Annual infrared inspections.

• Annual Dissolved Gas Analysis ("DGA") tests.

• Inspection every 4 months during the major sub inspection.

• Annual and more detailed 3 year GCB inspections.

No, the extra maintenance is absorbed in our annual O&M budget.

There was one outage. The transformer was gassing so the manufacturer was brought in

for repairs .

There are two types of methods in which assets can be transferred Horn CWIP to PIS ._

manual unitization and blanket unitization. Each method results in a journal entry

transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of

replacement or obsolescence during construction of new assets. Please see table 3 in file

"STP 6.01 - 6.25 Project Details.x1sx".

TEP did not notify FERC or seek approval for the referenced projects. FERC does not

require pre-approval of projects .

u. We did not tile any claims with any of our insurers for this project.

RESPONDENT:
Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c, e, f,h-p, t, u)

WI'I'NESS:

Frank Marino and Susan Gray

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS Gas">

ll ll
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STF 6.13

Plant Additions:

Please provide the following information for the plant addition abbreviated as D12PD38 Prairie

Fire.

a.

b .

c.

d.

e.

f.

g.

h.

2.

3.

i .

j-

k .

1.

m.

H.

0.

p .

q.

r.

The full name of the project.

A narrative descn'bing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start dateo f the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
andNet Present Valueanalysis or Internal Rates of return.
A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, &om the Company plant accounting system.

Indicate i f  the project we constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the

pf<>j©¢L
1. If all or a portion of the project was pdormed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

I f contractors were used please describe what oversight was provided by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased 'dam the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have beery scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitize

Provide supporting information for any salvage values including the ultimate disposition

Arizona Corporation Commission ("Commission")
Fortis kc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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u.

March 18, 2016

c.

d.

e.

f_

g.

h.

TUCSONELECTRICPOWER COMPANY'S SUPPLEMENTAL REspon§i§°ki38°A§QL93e3QI§T§8
STAFF'S SIXTH SET oF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page as °fis

DOCKET NO. E-01933A-15-0322
March 21, 2016

of unneeded or removed items and how the salvage was accounted for with'm the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to noti fy FERC, or receive FERC approval,  for any
transmission upgrades or changes? Ipso please provide that apprcval and if not why not?

Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:

a. See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

b. It is consistent with the company's philosophy to meet the RES compliance by using both
Power Purchase agreements and self-owned Renewable Generating assets.

Yes. Typically, the amount of capital budget requested for a project(s) is equal to the
amount that the ACC approves TEP to spend, including ancillary costs, as requested in the
company's Implementation Plan. This amount is included in TEP's overall capital budget.
TEP's Board of Directors provides fined approval for the Capital budget.

See Table 1 in the File "STF 6.01 - 6.25 Project Details.xlsx".

Engineering studies were done to confine that the proposed site would not negatively
impact the local grid. TEP's value analysis is based on meeting the RES requirement as
economically as possible.

TEP is in the process of gathering this information and will provide it as soon as possible.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx"

The Renewable Project was construed by a 3rd party EPC. The interconnection for the
project was constructed by TEP employees.

Safety - No safety incidents

1. TEP received outside bids to perform the insMladon of this project that went
through the Company's competitive bidding process. TEP is unable to provide the
actual bids without approval of the contractor due to the competitively sensitive
coniidentiad nature of the bidding process.

Renewable site:

Solon Corporation was responsible for Engineering Procurement and Construction
with guidance from TEP as noted below.

TEP had weekly phone meetings with all parties which included discussions on:

• Integration of the differing engineering disciplines into a find design

• Integration of TEP standards into the design

• Construction updates

• Scheduling

• QA/QC

• Budget

• Project close out

TEP had a weekly (or greater) presence on the jobsite to review progress

2.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Componlion ("UNS")

UniSourceEnergy Services ("UES")
UniSon:cc Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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3. No CapitaVexpense work was deferred for this project.

Advanced Energy inverters, pad-mount transforms, and G&W switchgear were
assembled by these rnanwfacturers off site and installed as part of the overall project by
both contractors and Company employees.

The scheduled COD date wasQ42012. The COD date was met without notable delays.

Yes

Advanced Energy Field Service Technicians along with contractor and Company
employees tested and commissioned each inverter on site prior to energizing and back
feedingpower to the grid.

Contractor completed I-V curve trace analysis for the system. Facility production analysis
was also performed by the contractor to confirm the facility was operating as designed.

Yes, all product was delivered and install with warranties in place. .

Contractor completed the annual system testing & inspection for the facility in Q2, 2014.

Contractor completed the annual system testing & inspection for the facility in QS, 2015

Vegetation management for the site was completed once in 2014, twice in 2015, and once
in 20 l6.

In addition, Company employees conduct monthly site inspections as part of the ongoing
operations & maintenance of this facility

Yes, costs for operations & maintenance of this facility are accounted for in Company
O&Mbudgets approved annually.

One day outage on October 7"', 2014 for maintenance purposes.

One day outage on July 29"' 2015 for maintenance purposes.

There are two types of methods in which assets can be transferred &om CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project.

Transmission upgrades were not required to support the interconnection of this facility.
This facility interconnects to the Company's l3.8kV distribution system and followed the
Distributed Generation Interconnection Requirements, therefore FERC notification was
not required.

u. No insurance claims Filed.

RESPONDENT:

Wanda Nerney (a, d, g, q-s), Je&  ̀Krauss (b, c, e, 8 h, j, k, m, u) and Gabe Torres, Chris Lindsey,
(i, l,n-p, t)

WITNESS:
Frank Marino/Carmine Tillman

r.

s.

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNSElec1Iic")
UNS Gas, Inc. ("UNS Gas")
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SUPPLEMENTAL RESPONSE: March 21, 2016
i The project estimate was $4 per watt dc broken out as $3/W for material and $1/W for

construction costs or $20,000,000.00.
RESPONDENT:

Jeff Krauss (D

WITNESS:
Carmine Tillman

Arizona Corporation Commission ("Commission")

Fortis Inc. ("Fortis")

Tucson Electric Power Company ("TEP" or the "Company")

UNS Eulogy Coclipolration ("UNS")

UniSource Energy Services ("UES")

UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eleclric")

UNS Gals, Inc. ("UNS Gas")
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ST F 6.14

Plant  Addi t ions :

P l eas e  p r ow ' d e  t h e  f o l l ow i n g  i n f o r m at i on  f o r  t h e  p l an t  ad d i t i on  ab b r ev i a t ed  as  D l 2 A c 6 7

Concentrated Solar.

a.

b .

c.

d .

e.

f.

g.

h .

2 .

3.

i.

j-

k .

1.

m.

D.

0.

p .

q .

T he Ml name of  the projec t .

A naxradve describing the reason(s) for the project.

W as the project inc luded in an approved capital budget and if  so provide that approval.

Start date of  the project and completion date of  the project.

Any engineer ing determinat ion jus t i f ying the projec t  inc luding any cos t  belnel i t  analys is

and Net Present Value analys is or Internal Rates of  return.

A his tory of  the project cost estimates and the reasons for any changes ( inc lude dates and

appropr iate approvals  based on the applicable LOSA document).

P leas e p r ovide t he p r ojec t  c os t  det ai l  by t ype ( i . e. ,  payr ol l ,  c on t r ac t or  c os t s ,  M& S ,

overheads, AFUDC, f rom the Company plant account ing sys tem.

I n d i c a t e  i f  t h e  p r o j ec t  w as  c on s t r u c t ed  b y  c om p an y em p l oyees ,  c on t r ac t o r s  o r  a

combinat ion. Also detai l  any safely concerns and/or inc idents  that occurred related to the

projec t .

1. If  all or a portion of  the project was performed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

I f  c on t rac tor s  were us ed  p leas e des c r ibe what  overs igh t  was  p rovided  by the

Company.

I f  C o m p a n y  e m p l o y e e s  o w e  u s e d  f o r  t h e  p r o j e c t  p l e a s e  e x p l a i n  w h a t

capital/expense work was deferred, i f any, to al low this  to be done.

Indicate the extent that port ions of  the project were constructed or assembled of f -s ite and

then ins tal led ful ly or  part ial ly on-s ite.

Explain any delays  due to parts  avai labi l i ty,  labor avai labi l i ty or  work s toppages, weather,

des ign constraints ,  permit t ing or any other unantic ipated problem. Explain the durat ion of

those delays and, i f  applicable, AFUDC was s topped.

Indicate i f  "as-bui l t"  drawings/records have been completed.

Indicate whether  the projec t  was  tes ted before being placed in-service and descr ibe the

testing process and criteria used to declare the project used and useful.

I f  equipment  was  purchased Nom the outs ide ( t rans formers  etc . )  were those purchases

warrant ied by the mfg. and i f  not,  why not.

Descr ibe and indicate whether the required maintenance procedures have been scheduled

within the appropriate maintenance system.

Did subsequent budges ref lect a change in O&:M based on the installation of  new assets?

Provide any details  of  any outages related to the project s ince the in-service date.

Provide the account ing detai ls  and adjus tments  made to move the projec t  in to p lant  in

service,  when these adjus tments  woe made; any subsequent adjus tments  made and why

( inc luding dates).  Also indicate when the projec t was unit ized.

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or mc "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UhiSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, IDC. ("UNS G3$")
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Provide supporting information for any salvage values including the ultimate disposition

of unneeded or removed items and how the salvage was accounted for witlmiin the project.

Provide supporting information for any retirements including the reasons for the

retirements, when the retirements were recorded and what the associated cost of remove

was.

Was the Company required to notify FERC, or receive FERC approval, for any

transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims Hled for the project and if so were they received and how were

they accounted for?

R E S P O N S E :

a.

b.

u.

c.

d.

e.

f.

g.

h.

i.

j-

k.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

TEP partnered with Areva Solar to develop a concentrated solar booster augmentation
project that could integrate solar thermal technology with an existingpowerplant facility.
The Areva technology offered advantages over other Concentrated Solar Power (CSP)
technologies including footprint, cost, and operating temperature range. The Areva Solar
technology also utilized water as the working fluid instead of oils or molten salts typically
found with other CSP technologies. The project for the H. W. Sundt Facility was designed
as a low-cost CSP facility that could be scaled up to larger capacities to support other
exiting power plant facilities.

The solar steam generator ("SSG") was approved through the REST program.

See Table 1 in the tile "STF 6.01 - 6.25 Project Details.xlsx".

Engineering studies were done to confirm that the proposed site would not negatively
impact the local grid. TEP's value analysis is based on meeting the RES requirement as
economically as possible.

See attached cost estimate: STF 6. 14(f) TEP Solar Prob Future Cost083115 .pd, Bates Nos.
TEP\021288_021288.

See Table l in the file "STF 6.01 - 6.25 Project Details.xlsx".

There was a safety incident on Octoba 28, 2014 where non-destructive testing (Ga1Jcmua/X-
ray) was performed on a pipe weld without the knowledge of TEP personnel. See attached
incident report: Pipe XRAY AREVA.DOCX.

1. TEP received outside bids to perform the installation of this project that went
through the Company's competitive bidding process. TEP is unable to provide the
actual bids without approval of the contractor due to the competitively sensitive
confidential nature of the bidding process.

2. Oversight was contracted for construction of the solar tie-in portion of the project.

3. TEP employee involvement was minimized as to not defer any work.

The mirror assembly, receiver and structure was constructed offsite by Caid Industries and
assembled on site.

No delays. While Areva could not begin construction because of financial constraints in
the Fall 2011, TEP continued with the removal of old oil storage tanks and site grading.

Drawings and records have been completed.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSo\nce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, IDC. ("UNS Gas")
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A comprehensive performance acceptance test, meeting ASME requirements was agreed
to by TEP and Areva These tests were performed per the plan and the Arena system met
the performance expectations.

A11 equipment purchased are accompanied by a manufacturer warranty.
All maintenance actiwlties are scheduled through our maintenance system. Please see STF
6.14 SSG PMs.xlsx. The Excel ile is gag identified by Bates numbers.

Yes, the additional O&M work requirements were absorbed into the plant budgets.

Often times, work is performed during cloudy days when the facility cannot be operated
reducing the need for an outage. However, Areva elected to bring the facility down in
January through March 2016 to repair mirrors and temperature elements prior to the
turnover to TEP.

There we two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in thelPlant Accounting system.

r. No salvage amounts were recorded for this project.
s. No retirement or cost of removal are recorded for this project.

t. No.

u. No.

RESPONDENT:
Wanda Nerney (a, d, g, q-s) and Conrad Spencer (b,c,e, f,h-p, t,u)

WITNESS:
Frank Marino and David Hutchens

o.

p.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Mug Corporation ("UNS")

UniSource Energy Sam-vices ("UES")
Um'Seurce Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS GB, IBC. ("UNS Gas")

q .
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f.

g.

h.

2.

3.

i .

j-

k .

1.

m.

D.

o.

p.

q.

r.

STF 6.15
Plant Additions:
Please provide the following information for the plant addition abbreviated as D14SK02 02 Boiler
Outage Work.

a. The full name of the project.
b. A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval.

d . Start date of the project and completion date of the project.

e. Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document) .

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contranors or a
combination Also detail any safety concerns and/or incidents that occurred related to the
project.

l . fall or aportion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors owe used please describe what oversight was provided by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project woe constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and used.

If equipment was purchased Nom the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether' the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments woe made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Provide supporting information for any salvage values including the ultimate disposition

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when tlle retirements were recorded and what the associated cost of removal
was.
Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? Ipso please provide that approval and if not why not?
Were any insurance claims filed for the project and if so were they receive and how were
they accounted for?

RESPONSE:

a.

b.

u.

c.

d.

e.

f_

g.

h.

2.

i.

.].

k .

1.

m .

D.

o .

p .

q .

r.

See Table 1 in the File "STF 6.01 - 6.25 Project Details.x1sx".

This construction effort during a planned overhaul/outage was for boiler tube replacements
to improve unit reliability and reduce forced outages due to tube leaks.

Yes, project was included inapprovedcapital budget.

This project consists of several distinct construction efforts which have independent
completion dates,Please see Table 2 in file "STF 6.01 - 6.25 Project Deta.ils.xlsx".

This project was justified for reasons of reliability.

Cost estimates were included in the capital approval documentation.

See Table 1 in the file "STF 6.01 - 6.25 Project Dertails.xlsx".

1. TEP received outside bids to perform the work, which went through the Company's
competitive bidding process. TEP is unable to provide the actual bids without
approval of the contractor due to the competitively sensitive confidential nature of
the bidding process.

Contractors performed this work. Company engineers or maintenance supervisors
provided contramor oversight.

3. None.

Material was manufactured off-site and installed on-site.

No delays due to parts availability, labor availability, weather, design constraints,
permitting or unanticipated problems.

As-built drawings completed as required

Dye paieuant testing performed on tube welds. Hydrostatic testing performed to identify
tube leaks prior to placing unit in service.

All equipment warrantied by manufacture.

Maintenance procedures have been scheduled within appropriate maintenance system.

N o

None

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Go, plc. ("UNS G85")

ll
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The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during constructionof new assets. Please see table 3 in file
"STF 6.01 - 6.25 Project D8tai]$_x1Sx"_

t. No

u. No insurance claims.

RESPONDENT:

Wanda Nemey (a, d, g, q-s) and Conrad Spencer (b, c, e, 11 h-p, t,u)

WITNESS:

Frank Marino and David Hutchins

s.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
TucsonElectric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy SCTVi¢CS ("UEs")
UniSomee Energy Development Company ("UED")
UNS Electric, Inc. ("UNSEleclric")
UNS Gas, Inc. ("UNS Gas")
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f_

g .

h .

2 .

3 .

i .

j-

k .

1.

m.

D..

o.

p.

q-

S T F  6 . 1 6

P l an t  Ad d i t i on s :

P l e a s e  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n  f o r  t h e  p l a n t  a d d i t i o n  a b b r e v i a t e d  a s  D l 3 H c 0 3  F t

H u ac h u c a  1 3 8 k V X f n u r  R p l c .

a . T h e  M l  n a m e  o f  t h e  p r o j e c t .

b . A n ar r a t i v e  d es c r i b i n g  th e reason(s) f o r  t h e  p r o j ec t .

c . W as  th e p ro j ec t  i n c l u d ed  i n  an  ap p roved  cap i ta l  b u d g et  an d  i f  so p rov i d e th at  ap p roval .

d . S tar t  d ate of  th e p ro j ec t  an d  comp l et i on  d ate of  th e p ro j ec t .

e . An y  en g i n ee r i n g  d e t e r m i n a t i on  j u s t i f y i n g  t h e  p r o j ec t  i n c l u d i n g  an y  c os t  b en e f i t  an a l y s i s

an d  N et  P resen t  Val u e an al ys i s  or  In tern a l  R ates  of  r e tu rn .

A h i s tor y  o f  th e p ro j ec t  cos t  es t i mates  an d  th e reason s  for  an y  ch an g es  ( i n c l u d e d ates  an d

ap p r op r i a te  ap p r ov a l s  b as ed  on  th e  ap p l i c ab l e  L OS A d oc u m en t ) .

P l e a s e  p r o v i d e  t h e  p r o j e c t  c o s t  d e t a i l  b y  t y p e  ( i . e . ,  p a y r o l l ,  c o n t r a c t o r  c o s t s ,  M & S ,

ov e r h ead s ,  AF U D C ,  f r om  t h e  C om p an y  p l an t  ac c ou n t i n g  s y s t em .

I n d i c a t e  i f  t h e  p r o j e c t  w a s  c o n s t r u c t e d  b y  c o m p a n y  e n u g p l o y e e s ,  c o n t r a c t o r s  o r  a

c om b i n at i on .  A l s o  d e ta i l  an y  s a fe t y  c on c er n s  an d /or  i n c i d en ts  t h a t  oc c u r r ed  r e l a ted  to  t h e

p r o j e c t .

1 . If  a l l  or  a por t i on  of  the p roj ec t  was  per formed  by  ou ts i de con t rac tors  p l ease p rov i de

th e b i d  an al ys i s  th at  con c l u d ed  wh i ch  con t rac tors  sh ou l d  b e se l ec ted .

I f  c o n t r a c t o r s  w e r e  u s e d  p l e a s e  d e s c r i b e  w h a t  o v e r s i g h t  w a s  p r o v i d e d  b y  t h e

C o m p a n y .

I f  C o m p a n y  e m p l o y e e s  w e r e  u s e d  f o r  t h e  p r o j e c t  p l e a s e  e x p l a i n  w h a t

cap i ta l /exp en se wor k  was  d efer r ed ,  i f  an y ,  to  a l l ow th i s  to  b e d on e.

In d i c a te  th e  exten t  t h a t  p or t i on s  o f  t h e  p r o j ec t  wer e  c on s t r u c ted  or  as s em b l ed  o f f - s i t e  an d

th en  i n s ta l l ed  fu l l y  or  p ar t i a l l y  on -s i te .

E xp l a i n  an y  d e l ay s  d u e  to  P am  av a i l ab i l i t y ,  l ab or  av a i l ab i l i t y  o r  wor k  s top p ag es ,  weath er ,

d es i g n  c on s t r a i n t s ,  p er m i t t i n g  or  an y  o th er  u n an t i c i p a ted  p r ob l em .  E xp l a i n  t h e  d u r a t i on  o f

t h os e  d e l ay s  an d ,  i f  ap p l i c ab l e ,  AFU D C  was  s top p ed .

In d i c a te  i f  " as - b u i l t "  d r awi n g s / r ec or d s  h av e b een  c om p l e ted .

In d i c a t e  w h e t h e r  t h e  p r o j e c t  w a s tested b e f o r e  b e i n g  p l ac ed  i n - s e r v i c e  an d  d es c r i b e  t h e

tes t i ng  p rocess  and  c r i ter i a used  to dec lare the p rojec t  used  and  usefu l .

I f  e q u i p m e n t  w a s  p u r c h a s e d  H o m  t h e  o u t s i d e  ( t r a n s f o r m e r s  e t c . )  w e r e  t h o s e  p u r c h a s e s

war r an t i ed  b y  t h e  m fg .  an d  i f  n o t ,  wh y  n o t .

D es c r i b e  an d  i n d i c a te  wh eth er  t h e  r eq u i r ed  m ai n ten an c e p r oc ed u r es  h av e b e e n s c h ed u l ed

w i t h i n th e ap p rop r i a te mai n ten an ce sys tem.

D i d  su b seq u en t  b u d g ets  r e f l ec t  a  ch an g e i n  O&M b ased  on  th e i n s ta l l a t i on  o f  n ew assets?

Prov i d e an y  d eta i l s  of  an y  ou tag es  re l ated  to th e p ro j ec t  s i n ce th e i n -serv i ce d ate.

P r o v i d e  t h e  a c c o u n t i n g  d e t a i l s  a n d  a d j u s t m e n t s  m a d e  t o  m o v e  t h e  p r o j e c t  i n t o  p l a n t  i n

s e r v i c e ;  wh en  t h es e  ad j u s tm en ts  wer e  m ad e ;  an y  s u b s eq u en t  ad j u s tm en ts  m ad e  an d  wh y

( i n c l u d i n g  d a tes ) .  A l s o  i n d i c a te  wh en  t h e  p r o j ec t  was  u n i t i z ed .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compotation ("UNS")

UniSource Energy Services ("UES")
Ur1iSource EnergyDevelopment Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for witdrin the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of remove
was.

Was the Company required to noti fy FERC, or receive FERC approval,  for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Woe any insurance claims Bled for the project and if so were they received and how were
they accounted for?

RESPONSE:

a. See Table 1 in the file "STF 6.01 - 6.25 Project Details.x1sx".

b. The transformer failed requiring replacement under emergency conditions .

c. No - the transformer failed before a budget was approved.

d. This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in file "STF 6.01 - 6.25 Project Details.xlsx".

This transform serves a customer (Ft. Huachuca)08 a radial line.

None

See Table 1 'm the tile "STF 6.01 - 6.25 Project Detai1s.x1sx".

Work was completed by both TEP and contractors. Company employees constructed the
physical and electrical pardons and the contractor provided the civil construction. There
was one incident that occurred during energizing where a termination failed in the cabinet
of the switchgear causing damage to the cubicle. There was no customer outage, but repairs
needed to be made.

1. The civil work was solesourced and TEP sole-sourced justification procedures were
followed.

TEP supplied inspectors for oversight of contractor work to provide access and
ensure quality of work.

Resources were allocated to this job as a result of failure of original transformer.
Capital work schedules were adjusted accordingly.

The switchgear building and the control shelter were both constructed if-site by the
manufacturer. A11 portions of the civil and physical construction were constructed on site.

There were some minor delays due to design & parts availability constraints because the
job was a response to a transformer failure. There were also minor weather delays, and the
failed termination but no measureable delays were experienced.

As-built drawings have been completed.

Substation Engineering provided standard testing procedures and the procedures were
followed prior to commissioning the equipment.

The transformer, breakers, and switchgear were purchased with a warranty from the
manufacturer.

The following maintenance procedures have been established:

1. Doble (Set of diagnostic tests that prove integrity of the transformer) and sudden
pressure relay testing after lye, yrs, yrs and every 3rd thereafter.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compotration ("UNS")

UHiSOUIC¢ Energy SCl'ViCCS ("UES")
UmlSoun:e Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Eleclric")
UNS Gas, IBC. ("UNS Gas-")
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March 18, 2016
Monthly warranty inspection for first five years.
Annual infrared inspections.

AnnM Dissolved Gas Analysis (DGA) tests.

Inspection every4months during the major sub inspection.

6. Quarterly battery inspection/maintenance.

7. 3 year GCB inspections.

No, the extra maintenance is absorbed in our annual O&M budget.

No outages related to the project since the in-savice date

There are two types of methods in which assets can be transferred ham CWIP to PIS -
manual unitization and blank unitization. Each method results in a journal entry
transferring assets ham CWIP to PIS in mc Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in tile
"STF 6.01 - 6.25 Project Detai1s.xlsx".

TEP did not notify FERC or seek approval for the referenced projects. FERC does not
requirepreapproval of projects.

u. We did not file any claims vlnlth any of our insurers for this project.

RESPONDENT'
Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c, e, f, h-p, t, u)

WITNESS:

Frank Marino and Susan Gray

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elec0'ic")
UNS Gas, Inc. ("UNS G»s">
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STF 6.17

Plant Additions :

Please provide the following information for the plant addition abbreviated as D09IQ02 Duval Cir
138kV Sub.

a.

b.

c.

d.

e.

f.

g.

h.

2.

i.

j»

k.

1.

m.

H.

0 .

p .

q .

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so prow'de that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1. fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expense work was deferred,i f any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourceEnergy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Elect-ic")
UNS Gas, Inc. ("UNS Gas")

3.

ll
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:

a.

b.

c.

d.

e.

f_

g.

h.

1 .

2.

i.

j .

k.

1.

m.

ll.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.xlsx".

Transmission Planning and Distribution Planning determined that the underlying 46kV
system would not have adequate transformer capacity to support the load growth in the
Green Valley area for loss of the South-Green Valley l38kv circuit beyond the 2013 to
2016 time iitanne. Extending the 138kV to FMT-Sierrita (Canoa Ranch-Duval Clear 138kV
project) allows for continuity of service for loss of a 138kV circuit in Green Valley.

The project was budgeted and the approval was part of the annual capital budget approval
process.

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in tile "STF 6.01 - 6.25 Project Dertails.xlsx".

Transmission Planning and Distribution Planning determined the underlying 46kV system
would not have adequate transformer capacity to support the load growth in the Green
Valley area for loss of the South-Greein Valley 138kV circuit beyond the2013 to 2016 time
flame.

TEP is in the process of gathering this information and will provide it as soon as possible.

See Table l in the tile "STF 6.01 - 6.25 Project Details.xlsx".

The project was constructed by a combination of TEP employees and contractors. There
were no safety concerns or incidents related to this project.

Civil and Physical construction was bid out to four contractors, two bids were
received and comparedonprice and schedule.

TEP supplied inspectors for oversight of contractor work to provide access and
ensure quality of work.

3. No capital work was deferred to allow this project to be completed

The power distribution center (PDC) was assembled off-site by the manufacturer at their
site. All other equipment was constructed on site.
No delays.

As-built drawings havebeencompleted.

Substation Engineering provided standard testing procedures and the procedures were
followed prior to commissioning the equipment.

The transformer and breakers were purchased with a warranty from the manufacturer.

The following maintenance procedures have been established for battery and GCB (gas
circuit breaker) additions:

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
TucsonElectric Power Company ("TEP" or the "Company")
UNS Enerrgy Corporation ("UNS")

UniSo\nce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNSElectric")
UNS Gas, Inc. ("UNS Gas">
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1. Quarterly battery inspection/maintenance.

2. 3 year GCB inspections.

3. Annual infrared inspections.

4. Inspection every4 months during the major sub inspection.

No, the extra maintenance is absorbed in om annual O&M budget.

One outage due to improper relay settings. This hasbeen remediated.

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets Hom CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in tile
"STF 6.01 - 6.25 Project Details.xlsx".

TEP did not notify FERC or seek approval for the referenced projects. FERC does not
require pre-approval of projects.

u. TEP did not file any claims with any of our insurers for this project.

RESPONDENT:

Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c, e, f, h-p, t, u)

W ITNESS:

Frank Marino and Susan Gray

SUPPLEMENTAL RESPONSE: March 21, 2016

£ The project was estimated at $5.4M and came in under budget due to cost savings with
combining civil and physical construction bids.

RESPONDENT:

Ana Bustamante (1)

WITNESS:

Susan Gray

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power' Company ("TEP" or the "Company")
UNS Energy Compensation ("UNS")

UniSource Energy Services ("UES")
UniSourcc Energy Development Company ("UED")
UNS Elastic, IDC. ("UNSElectric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.18

Plant Additions :

Please provide the following information for the plant addition abbreviated a : D09BB04 Can
Rich - Duval Cir 138kV Line.

a.

b.

c.

d.

e.

f_

g.

h.

2.

3.

i.

j-

k

1.

ll.

o .

p .

q .

The full name of the project.

A narrative describing the reason(s) for the project,

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1 . If all or a portion of the project was pdormed by outside contractors please provide

the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Com pany em ployees were used for  the project  p lease explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records havebeencompleted.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased Hom the outside (transformers etc.) were those purchases
warrantied by themfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Prow'de the accounting details and adjustments made to move the project into plant in
service, when these adjustments owe made, any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
'hxcson Electric Power Company ("TEP" or the "Company')
UNS Energy Corporation ("UNS")

m .

UniSource Energy Services ("UES")
Um'Source EnergyDevelopmentCompany("UED")
UNS Electric, Inc. ("UNSElecu'ic")
UNS Gas, INC.("UNS G®s")
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P rov i de suppor t i ng  i n form at i on  for  any  sal vage val ues  i nc l ud i ng  t he u l t i m at e d i spos i t i on

of  unneeded or  rem oved i t em s and how  the salvage w as accounted for  w i t h in  t he projec t .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rem ent s,  w hen t he ret i rem ent s w ere rec orded and w hat  t he assoc iat ed  c ost  of  rem oval

w as.

W a s  t h e  C o n u t p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v a l ,  f o r  a n y

t ransm ission upgrades or  changes? I f  so p lease provide that  approval  and i f  not  w hy not?

W ere any insurance c laim s f i l ed  for  t he projec t  and i f  so w ere t hey received and how  w ere

they accounted for?

R E S P O N S E :

a.

b .

u .

c.

d.

e.

f.

g.

h.

i.

j»
k.

1.

m .

H.

O.

See Table 1 'm the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

Transmission Planning and Distribution Planning determined that the underlying 46kV
system will not have adequate transformer capacity to support the load growth in the Green
Valley area for loss of the South-Green Valley l38kv circuit beyond the 2013 to 2016 time
fiann. Extending the l38kv to FMI-Siarita (Canoe Ranch-Duval Clear l38kv project)
allows for continuity of service for loss of a l38kv circuit in Gieem Valley.

Theproem was budgeted and the approval was part of the annual capital budget approval
process.

See Table 1 in theFile "STF 6.01 - 6.25 Project Details.xlsx".

Transmission Planning and Distribution Planning determined the underlying46kV system
would not have adequate transformer capacity to support the load growth in the Green
VaHey area for loss of the South-Green Valley 138kV circuit beyond the 2013 to 2016 time
frame.

The project was estimated at $6.7M and came in under budget due to cost savings realized
Hom cranes, foundations, and internal labor.

See Table 1 in the file "STF 6.01 - 6.25 Project Detai1s.xlsx".

This project was constructed by both TEP employees and contractors. TEP ennployees
constructed the 138 kV line and the contractor provided installation of foundations.

1. TEP received outside bids to perform the installation of foundations that went
through the Company's competitive bidding process. TOP is unable to provide the
actual bids without approval of the contractor due to the competitively sensitive
confidential nature of the bidding process.

2. Oversight was provided by a TEP employed Construction Manager.

3. No capital work was deferred to allow this project tobe completed.

All portions of this project we constructed on-site.

No delays.

As-built drawings have been completed.

The line was inspected for conformity to specifications, phasing was checked, and then
released to operations for use.

No equipment was purchased that required warranties .

Yearly line patrols.

No, the extra maintenance is absorbed in our annual O&M budget

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ( "UNS")

UniSon:rce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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No outages related to the project since the in-service date.

There we two types of methods in which assets can be transferred Rom CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets Hom CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

No retirement or cost of removal are recorded for this project.

TEP did not notify FERC or seek approval for the referenced projects. FERC does not
require pre-approval of projects.

u. TEP did not file any claims with any of our insurers for this project.

RESPONDENT:

Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c, e, L h-p, t, u)

W ITNESS:

Frank Marino and Susan Gray

r .

s.

t .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS E1€¢tl'i¢"l
UNS Gas, Inc, ("UNS GAS")
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STF 6.19

Plant Additions:

Please provide the following information for the plant addition abbreviated as D05AG01 Deming
Luna Project.

a. The full name of the project.

b. A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval.

d. Start date of the project and completion date of the project.

e. Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, Hom the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1. If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

If Company employees were used for the project please explain what
capiMexpense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whethertherequired maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change inO&Mbased on the installation of new assets?

Provide any details of any outagesrelatedto the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

ArizonaCorporation Commission("Comlnission")
Fortis INC. ("Fortis")
Tucson Electric Power Company ("TEp" or the "Company")
UNS Energy Compotation ("UNS")

UniSource Energy Service ("UES")
UniSourcc Energy Development Company ("UED")
UNS Electric, Inc. ("UNS E1ecIIic")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE :

TEP is in the process of gathering this information from PNM and will provide it as soon as
possible.

RESPONDENT:

Diane Grant (a, d, g, q-s) and John Baum (b,c,e, f;h-p, t, u)

WITNESS:

Frank Marino and Susan Gray

u.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS EIl€!'gy Corporation ("UNS")

r.

UniSomce Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.20

Plant Additions:

Please provide the following information for the plant addition abbreviated as D05AG01
D08BB76 DMP-Tucson 138kV Lm.

a.

b.

c.

d.

e.

f.

h.

2.

3.

i .

j-

k .

1.

m.

H.

0 .

p .

q .

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contramor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project

1. If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

If Company employees were used for the project please explain what
capital/expense work was deferred, if any, to allow this ro be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed My or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped

Indicate if "as-built" drawings/records have been completed

Indicate whether the project was tested beforebeingplaced in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased &om the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource EnergyDevelopment Company("UED")
UNS Electric,kc.("UNSElectric")
UNS Gas, INC. ("UNS Gas")

g.

l I II I'll IIIIIHI



r.

s.
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u.

c.

d.

e.

f_

g .

h .

2.

i.

j-
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, whentheretirements wererecorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? Ipso please provide that approval and if not why not?

Were any insurance claims tiled for the project and if so were they received and how were
they accounted for?

RESPONSE: March 18, 2016

a. See Table 1 in the 'tile "STF 6.01 - 6.25 Project Detai1s.x1sx".

b. The existing 46kv tie between the DeMoss Petrie and Tucson Substation was not adequate
to support voltage at the l38kv buses at West Ina, Camino Del Cerro and Tucson
Substation for the double contingency involving loss of the kvington-Tucson and North
Loop-West Ina l38kv lines. The purpose of theDMP to Tucson project was to add a new
138kV transmission path to provide voltage support in the event of a multiple contingency
that would result in the Tucson Station, Camino del Cerro and West Ina substations all
beingsupplied over the new line iron DMP substation and eliminate the voltage instability.

The project was budgeted and the approval was part of the annual capital budget approval
process.

See Table 1 in the tile "STF 6.01 - 6.25 Project Details.x1sx".

This proem was needed to comply with voltage requirements in theNERC Planning
standards and WECC System Performance Criteria.

TEP is in the process of gathering this information and will provide it as soon as possible.

See Table 1 in the tile "STF 6.01 - 6.25 Project Details.xlsx".

This project was constructed by body TEP employees and contractors. TEP employees
constructed the 138 kV line and the contractor provided installation of foundations. During
the installation of a foundation near Tucson substation, an unidentified underground tank
was encountered. The tank was abandoned and after proper testing and notification of
government agencies, the tank was filled with concrete slurry. The foundation was installed
after the tank was remediated. Union Pacific Railroad (UPRR) raised concern of the impact
of a high voltage line on their adjacent rail. A counterpoise ground was installed to mitigate
their COIJCCTHS.

1. TEP received an outside bids to perform the installation of foundations that went
through the Company's competitive bidding process. TEP is unable to provide the
actual bids without approval of the contractor due to thecompetitively sensitive
confidential name of the bidding process.

Oversight was provided by a TEP employed Construction Manager and a
contracted inspector.

3. No capital work was deferred to allow this project to be completed.

Only major material, such as transmission poles, conductor, insulators, were constructed
0E-site.

Minor delays due to Union Pacific Railroad (UPRR) permit and requirements.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fox'tis")
Tucson Electric Power Company ("TEP" or the "Compan§f')
UNS Energy Corporation ("UNS")

UdSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Elect-ic")
UNS Gas, kc. ("UNS Gas")
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p .
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As-built drawings have been completed.

The line was inspected for conformity to specifications, phasing was checked, and then
released to operations for use.

No equipment was purchased that required warranties.

Yearly line patrol.

No, the extra maintenance is absorbed in our annual O&M budget.

No outages related to the project since the in-service date.

There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method results in a journal entry
transferring assets from CWIP to PIS inthePlant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
replacement or obsolescence during construction of new assets. Please see table 3 in tile
"STF 6.01 - 6.25 Project D¢t8ilS.X1SX".
TEP did not notify FERC or seek approval for the referenced projects. FERC does not
require pre-approval of projects.

TEP did not file any claims with any of our insurers for this project.

RESPONDENT:

Randy Deming (a, d, g, q-s) and Ana Bustamante (b, c, e, fl h-p, t, u)

WITNESS:

Frank Marino and Susan Gray

SUPPLEMENTAL RESPONSE: March 21, 2016

f. The proem was estimated at $5.0M. Adjustments were made during the project to meet
the proW schedule per CEC requirements.

RESPONDENT:

Ana Bustamante (1)

WITNESS:

Susan Gray

u.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Coqnofration ("UNS")

UniSoun:e Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Plan t  Addi t i ons :

P l eas e pr ov i de  t h e  f o l l ow i n g i n f o r m at i on  f o r  t h e  p l an t  add i t i on  abbr ev i a t ed  as  D 1 0 G N 1 0  N L

138kV Yard Expans ion  Ph  3 .

a.

b .

c.

d.

e.

f_

g.

2.

3.

i.

j~

k.

1.

m .

D.

o.

p.

q.

The full name of the project.

A narrative dwcdbing the reason(s) for the project.
Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project. .
Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of return.
A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, Nom the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1. If all or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be seemed.

If contractors were used please describe what oversight was provided by the
Company.
If Company etnployees were used for the project please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembly off-site and
then installed Mly or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.
Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in~service and describe the
testing process and criteria used to declare the project used and use Ml.
If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.
Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.
Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.
Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments woe made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Ccrpoution ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

I

h.

I
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to noti fy FERC, or receive FERC approval,  for any
transmission upgrades or changes? If so please provide that approval and if not why not?

Were any insurance claims tiled for the project and if so were they received and how were
they accounted for?

RESPONSE:

a.

b .

LL

c.

d.

e.

f.

g.

h.

1 .

2.

3.

i .

j-

k.

1.

m .

H.

See Table 1 in the file "STF 6.01 - 6.25 Project Details.x1sx".

Phase 3 of the Nord: Loop substation expansion was to accommodate the increased 138kV
transmission capacity between Tortolita substation and North Loop substation.

The project was budgeted and the approval was part of the annual capital budget approval
process.

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in file "STF 6.01 - 6.25 Project Details.xlsx".

The North Loop substation expansion was needed to accommodate the increased l 38kv
transmission capacity between Tortolita substation and North Loop substation.

The project was estimated at $6.5M. Miscellaneous adjustments were made during the
project.

See Table 1 in the tile "STP 6.01 - 6.25 Project Detai1s.xlsx".

Work was completed by both TEP and contractors. One safety incident where a steel plate
was dropped onennployees steel toe boot, causing a hair line fracture in his pinky toe.

TEP received an outside bids to perform work that went through the Company's
competitive bidding process. TEP is unable to provide the actual bids without
approval of the contractor due to the competitively sensitive confidential nature of
the bidding process.

Oversight was provided by a TOP employed Construction Manager and a
contracted inspector.

No capital work was deferred to allow this project to be completed.

All equipmait was constructed on-site.

No delays.

As-built drawings have been completed.

Substation Engineering provided standard testing procedures and the procedures were
followed prior to commissioning the equipment.

The breakers were purchased with a warranty Hom the manufacturer.

The following maintenance procedures have been established for GCB (gas circuit breaker)
additions:

1. 3 year GCB inspections.

2. Annual infrared inspections.

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company("UED")
UNS Electdc, Inc. ("UNS Electric")
UNSGas, Inc.("UNS Gas")
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3. I nspec t ion  every 4  m ont hs dur ing  t he m ajor  sub inspec t ion

No,  t he ext ra m ain t enanc e i s  absorbed  i n  our  annual  O& M budget .

No outages related to the projec t  s ince the in-service date.

T here are t w o t ypes  of  m et hods  i n  w h i c h  asset s  c an  be t r ans fer red  f r om  CW I P  t o P I S  -

m an u a l  u n i t i z a t i on  an d  b l an k e t  u n i t i z a t i on . E ac h  m et h od  r es u l t s  i n  a  j ou r n a l s  en t r y

t ransfer r ing  asset s ham  CW IP  to P IS  in  t he P lant  Ac c ount ing system .

No sal vage am ount s w ere rec orded for  t h i s  p rojec t .

T h e ret i r em en t  an d  c os t  of  r em oval  assoc i at ed  w i t h  t h i s  p ro j ec t  oc c u r red  as  a resu l t  o f

rep lac em ent  or  obsolesc enc e dur ing  c onst ruc t i on  of  new  asset s .  P lease see t ab le 3  i n  f i l e

"STP 6.01 -  6.25 Projec t  Detai1s.x1sx" .

T E P  d i d  n ot  n ot i f y  F E R C  or  s eek  ap p r ov a l  f o r  t h e r e fer en c ed  p r o j ec t s .  F E R C  d oes  n ot

requ i re p re-approval  of  p rojec t s .

u . TEP  d id  not  f i l e any c laim s w i t h  any of  our  i nsurers for  t h i s  p rojec t .

R E S P O N D E N T :

Randy Dem ing (a,  d ,  g ,  q-s)  and Ana Bustam ante (b,  c ,  e,  f ,  h-p,  t ,  u)

W I T N E S S :

F rank  Mar i no and  S usan  Gray

t.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Elec0'ic")
UNS Gas, Inc. ("UNS Gas")
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f.

h.

2.

3.

i .

j~

k .

1.

m.

D.

o .

p .

q .

STF 6.22

Plant Additions :

Please provide the following information for the plant addition abbreviated as D11 IWMC T&D
Work Mgmt Consolidation Phl

a The full name of the project

b . A narrative describing the reason(s) for the project.

c. Was the project included in an approved capital budget and if so provide that approval.

d. Start date of the project and completion date of the project

e. Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysisor Internal Rates of raurn.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also derail any safety concerns and/or incidents that occurred related to the
project.

1. If all or a pardon of the project was performed by outside contramors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company enuployees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed iillly or pardadly on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

- Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitize.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company')

UNS Energy Coxpontion ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Provide suppor t ing in f ormat ion  f or  any salvage values  inc luding the u l t imate dispos i t ion

of  unneeded or  removed i tems and how the salvage was accounted f or  wi th in  the project .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rements,  when the rdiremnents were recorded and what  the associated cost  of  removal

was.

W a s  t h e  C o m p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v a l ,  f o r  a n y

transmission upgrades or  changes? I f  so please provide that  approval and i f  not  why not?

W ere any insurance c laims f i led f or  the project  and i f  so were they received and how woe

they accounted f or?

R E S P O N S E  :

a.

b .

u .

See Table 1 in the file "STF 6.01 - 6.25 Project Details.x1sx".

This was the first phase of a multi-phase software project to consolidate multiple sources

of work and asset management information, processes, and software applications into a

single software solution based on "best practice" 'm the Transmission and Distribution

(T&D) operations area. The initial phase focused on the assets (equipment) and work

processes m̀the Substations, Relay, Communications, Transmission Maintenance, Electric

Repair and Test Facility, Vegetation Management and the Protective Goods Lab.Theseare

asset intensive areas with work processes that were developed around disparate support

systems. Phase 1 of this project targeted the consolidation of the following computer

software systems:

• MP2, an obsolete, vendor named and supplied software application installed in

1994 and last updated in 2002. It was used primarily by Substations, Relay,

Communication and Transmission Maintenance.

c .

d.

e.

ERTF, (Electronic Repair and Test Facility) an internally developed MSAccess

software application installed in 1995 and used to track the repair and maintenance

of distribution assets including transformers, switchgear and regulators.

Consignment, an internally developed MSAccess software application installed to

manage the pre-receiving process for transformers before they are accepted into

inventory.

Protective Goods, an internally developed software application installed in 1997

and used to track the testing of safety equipment including rubber gloves, hot sticks

and rubber mats.

The project was included in the capital budget and approved on 3/30/1 l by the IT Executive

Steering Committee. Minutes are attached in the Appendix.

See Table I in the file "STF 6.01 - 6.25 Project Details.x1sx".

Justification benefits are list below from the March 30, 2011 IT Executive Steering

Connnittee Presentation:

• Provide an alternative to manual review of maintenance records related to NERC

compliance

Establishes a foundation for reliability based maintenance

One "go to" location for information, analysis and metrics

Shared visibility of work for planning and forecasting

Arizona Corporation Commission ("Comnlission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("U'NS")

UniSourcc EnergySeMces ("UBS")
UniSourceEnergy Development Company ("UED")
UNS Electric, Inc. ("UNS Elcclric")
UNS Gas, IDC. ("UNS G85")
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Consis t enc y of  w ork proc esses,  end- t o-end

A single `m tegrat ion point  between corporate system s and operat ional  needs

C o n f i g u r a b l e  S e c u r i t y  a n d  W o r k  F l o w  t o  r e s p o n d  t o  c h a n g i n g  r e g u l a t o r y

requi rem ents as wel l  as in ternal  audi t  cont rols and process changes

Leverage expand ing  i n -house resourc es for  suppor t .

A b i l i t y  t o  i n c o r p o r a t e  M es  b as ed  m on i t o r i n g  an d  n o t i f i c a t i on s  t o  av o i d  w o r k

"s l i pp ing  t h rough  t he c rac ks"

The presentat ion notes also m ade reference to the need to replace technological l y obsolete

com puter  sof tw are system s.

P rojec t  Capi t al  budget  projec ted:  $3,415,789

Projec t  Cap i t al  Ac tuals :  $3,386,333

Projec t  c om pleted w i t h in  t he c ap i t al  budget .  No c hanges orders w ere proc essed.

See Table 1 'm  the t i le "STF 6.01 - 6.25 P rojec t  Detai l s . x1sx" .

There were no safety inc idents or  concerns on th is projec t .  I n ternal  and external  labor were

used in  t he design,  developm ent ,  and im plem entat ion of  t he sof tw are projec t :

1. T E P  rec ei ved  an  ou t s i de b i ds  t o per form  w ork  t hat  w en t  t h rough  t he Com pany ' s

c om p et i t i v e  b i d d i n g  p r oc es s .  T E P  i s  u n ab l e  t o  p r ov i d e t h e  ac t u a l  b i d s  w i t h ou t

approval  of  t he c ont rac t or  due t o t he c om pet i t i vel y  sensi t i ve c onf ident ial  nat ure of

the b idding process.

Several  rounds of  t est ing w ere per form ed ,  du r i ng  w h i c h  eac h  del i verab l e p rov i ded

by a c ont rac t or  w as t horough ly  t est ed  and approved for  im p lem ent at i on .

3 . There w as no c ap i t al / expense w ork defer red for  i n t ernal  em ployee resourc es.

There w ere no par t s or  del i verab les for  t he projec t  const ruc ted or  assem bled of f -s i t e.

There w ere no delays dur ing t he projec t .

'A s bu i l t '  p roc ess doc um ent at i on  for  t he soi lw are,  c on f i gurat i on ,  and dat a m igrat i on  w ere

del i vered w i t h  t he c om plet i on  of  t he projec t .

E xt en s i ve t es t i n g  of  t h e c on 8 g u red  sof t w are an d  c u s t om  c om p on en t s  w as  p er form ed  i n

several  test  cyc les.

Test ing Processes:

A  form al  T es t  P l an  d oc u m en t  w as  d raf t ed  t o p rov i d e t h e i i r an n ew ork  for  t es t i n g

proc esses and  ef for t s .  A  Defec t  Managem ent  P lan  doc um ent  w as d raf t ed  t o t rac k

defec t  m i t igat ion.  Form al  Test  Sc r ip t s for  al l  pr im ary business func t ions ( ident iEcd

i n  B us i ness  P roc ess  and  T o B e w ork  sess i ons ) were developed an d  exec u t ed  b y

B us i ness  t es t ers .  I n t eg rat i on  T es t  Cases  w oe devel oped  and  exec u t ed  t o vet  t he

accuracy and com pleteness of  al l  i n ter-system  in tegrat ions.

Test ing P rac t i ces

1 . Un i t  T es t i ng :  W as per form ed  by  devel opers  as  eac h  c om ponen t  or  c us t om i zat i on

w as c om plet ed

Integrated System  Test ing:  W as per form ed i t erat i vely t o ensure al l  com ponents and

c ust om izat i ons w orked t oget her

2 .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corponiion ("UNS")

UniSource Energy Services ("U18s")
UniSource Energy Development Company ("UED")
UNS Electric, INC. ("UNS Electric")
UNS Gas, IRC. ("UNS G8S")

1.



4.

m.

D.

o.

p.

q .

Docks! No. E-019a3A-15-0322
T U C S O N  E L E C T R I C  P O W E R  C O M P A N Y ' S  R E S P O N S E  T O  S T A F F ' S  S 1 X T H  S E T QE¢hm¢mmJM-14

D A T A  R E Q U E S T S  R E G A R D I N G  T H E  2 0 1 5  T E P  R A T E C A S E Page 87 0fv5

n o c r c n r  N O .  E - 0 1 9 3 3 A - 1 5 - 0 3 2 2

Ma r c h  1 8 ,  2 0 1 6

A c c ep t an c e  T es t i n g :  W as  p er f o r m ed  b y  T & D  B u s i n es s  u s er s  ( as  w e l l  as  o t h er

bus i ness  un i t s  i n  suppor t  of  i n t eg rat i ons  w i t h  ot her  sof t w are sys t em s) ,  exec u t i ng

test  sc r ipts,  over two fu l l  test  cyc les

Moc k  Cu t -O ver :  P er form ed  t w o fu l l  form al  rounds  by  exec u t i ng  t he c u t -over  t ask

l i s t ,  an  i n i dad  p rac t i c e w as exec u t ed ,  t he t ask l i s t  rei ned ,  and  t hen  per form ed t he

f o r m a l  Moc k  1  an d  Moc k 2 c ut -over  exerc i ses.

No c om put er  hardw are w as purc hased .

The c om puter  sof tw are does not  requ i re any ongoing sc heduled m ain tenanc e proc edures.

Y es ,  w e p ay  I B M,  t h e  s o f t w ar e  v en d or ,  an n u a l  m Mt en an c e ( ap p r ox i m at e l y  $ 3 0 k  - $ 3 5 k

annual l y)  t o m ain tain  suppor t  of  our  sof tw are l i c enses.

There were no power outages that  occurred as a resul t  of th is projec t .  There were com puter

app l i c at i on  sof t w are out ages t hat  oc c ur red w hen t he sof t w are w as in i t i al l y  i nst al l ed  i n  t he

Com pany ' s  c om pu t er  p roduc t i on  net w ork .  T here are ongoi ng  per i od i c  rou t i ne app l i c at i on

outages to reboot  t he appl i cat ion system .

T here are t w o t ypes  of  m et hods  i n  w h i c h  asset s  c an  be t r ans fer red  f r om  CW I P  t o P I S  -

m an u a l  u n i t i z a t i on  an d  b l an k e t  u n i t i z a t i on . E a c h  m e t h o d  r e s u l t s  i n  a  j o u r n a l  e n t r y

t ransfer r ing asset s f rom  CW IP  to P IS  in  t he P lant  Account ing system .

No sal vage am ount s  w ere rec orded for  t h i s  p rojec t .

No ret i r em en t  or  c os t  of rem ovad  are rec ords  for  t h i s  p roj ec t .

T h e C om p an y  w as  n ot  r eq u i r ed  t o  n o t i f y  F E R C  or  r ec e i v e  F E R C  ap p r ov a l .  T h i s  w as  a

projec t  t o i ns  Ml  sof t w are.  No t ransm iss ion  upgrades or  c hanges w ere m ade.

u . No i nsuranc e c laim s w ere f i l ed  for  t h i s  p rojec t .

R E S P O N D E N T  :

David  Cada (a,  d ,  g ,  q-s)  and Tom  Com paiato (b ,  c ,  e,  f ,  h -p , t, u )

W I T N E S S :

F rank  Mar i no and  S usan  G ray

r .

S.

t .

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Foltis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Elccuic, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS G85")

3.
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STF 6.23

Plant Additions:

Please provide the following information for the plant addition abbrew'ated as Dl4RI02 Ft

Huachuca - Solar.

a.

b .

c.

d.

e.

f_

g.

h.

2.

3.

i.

j.

k .

1.

m.

D.

o.

p.

q-

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and i f so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Present Value analysis or Internal Rates of retum.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
ovmhmds, AFUDC, iron the Company plant accounting system.

Indicate if the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project.

1 . fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors woe used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
thosedelays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed,

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system.

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-savice date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

ArizonaCorporation Commission("Commission")
Fortis Inc. ("Fortis")
TucsonElectric PowerCompany ("TEP" or the "Company")
UNS EnergyCompotation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project.

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of remove
was.
Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If so please provide that approval and if not why not?
Were any insurance claims filed for the project and if so were they received and how were
they accounted for?

RESPONSE:
Please see TEP's responses to STF 6.09. This is a duplicate question.

RESPONDENT:
Wanda Nerney (a, d, g, q-s) and Carmine Tillman (b, c, e, £ h-p, t,u)

WITNESS:
Frank Marino / Carmine Tillman

u.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Ccnnpomation ("UNS")

UniSourcc Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.24

Plant Additions:

Please provide the following information for the plant addition abbreviated as D13SB06 Main
Aocws Road Construction.

a.

b.

c.

d.

e.

f.

g.

h .

2.

i.

j.

k .

1.

m .

H.

o.

p .

q.

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
and Net Presort Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, irons the Company plant accounting system.

Indicate i f the project was constructed by company employees, contractors or a
combination. Also detail any suety concerns and/or incidents that occurred related to the
project.

1 . fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company.

I f  Company employees were used for  the project  please explain what
capital/expense work was deferred, if any, to allow this to be done.

Indicate the extent that pardons of the project were constructed or assembled off-site and
then installed fully or partially on-site.

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints, permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tested before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not.

Describe and indicate whether the required maintenance procedures havebeen scheduled
within the appropriate maintenance system.

Did subsequent budges reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service; when these adjustments were made, any subsequent adjustments made aNd why
(including dates). Also indicate when the proem was unitized.

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
TucsonElectric Power Company ("TEP" or the "Company")
UNS Encgy Corporation("UNS")

Um'Sourcc Energy Services ("UES")
UniSoun:e Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS G2\S")
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P rov i de suppor t i ng  i n form at i on  for  any  sal vage val ues  i nc l ud i ng  t he u l t i m at e d i spos i t i on

of  unneeded or  rem oved i t em s and how  t he salvage w as ac c ounted for  w i t h in  t he projec t .

P r o v i d e  s u p p o r t i n g  i n f o r m a t i o n  f o r  a n y  r e t i r e m e n t s  i n c l u d i n g  t h e  r e a s o n s  f o r  t h e

ret i rem ent s ,  w hen t he ret i rem ent s  w ere rec orded and w hat  t he assoc iat ed  c ost  of  rem oval

w as.

W a s  t h e  C o m p a n y  r e q u i r e d  t o  n o t i f y  F E R C ,  o r  r e c e i v e  F E R C  a p p r o v a l ,  f o r  a n y

t ransm ission upgrades or  changes? I f  so p lease provide t hat  approval  and i f  not  w hy not?

W ere any i nsuranc e c laim s f i l ed  for  t he projec t  and i f  so w ere t hey rec ei ved and how  w oe

t hey ac c ount ed for?

R E S P O N S E :

a.

b .

u .

c.

d.

e.

f_

g.

h .

2 .

i.
j.

k

1.

m.

H.

o.

p .

q.

r .

s.

t.

u.

See Table 1 'm  the f i le "STF 6.01 -  6 .25 Projec t  Detai l s. x1sx" .

Th i s  p rojec t  w as t o rep lac e 30-year -ol d  asphal t  pavem ent  on  t he m ain  ac c ess road  t o t he

p l an t .

Yes,  p rojec t  w as i nc luded in  approved c ap i t al budget.

See Tab le l  i n  t he f i l e "STP  6.01 -  6 . 25 P rojec t  Detai1s. xl sx" .

Th is  t ask w as just i f i ed  for  reasons of  safet y  and rel i ab i l i t y .

Cost  est im ates w ere inc luded in  t he c ap i t al  approval  doc um entat ion .

See Table 1 i n  t he f i l e "STP 6.01 -  6 .25 P rojec t  Detai l s . x1sx" .

1 . TEP received out s ide b ids t o per form  the w ork,  w h ich w ent  t hrough t he Com pany's

c om p et i t i v e  b i d d i n g  p r oc es s .  T E P  i s  u n ab l e  t o  p r ov i d e  t h e  ac t u a l  b i d s  w i t h ou t

approval  of  t he cont rac tors due t o t he com pet i t i vely  sensi t i ve conf ident ial  nature of

t he b idd ing process.

A  c o n t r a c t o r  p e r f o r m e d  t h i s  w o r k . C om p an y  en g i n ee r  p r ov i d ed  c on t r ac t o r

overs i gh t .

3 . N o n e .

Const ruc t i on  w as per form ed en t i rel y  on-s i t e.  A sphal t  m i xed  of f -s i t e and  hau led  t o s i t e.

N o  d e l a y s  d u e  t o  p a r t s  a v a i l a b i l i t y ,  l a b o r  a v a i l a b i l i t y ,  w e a t h e r ,  d e s i g n  c o n s t r a i n t s ,

perm i t t i ng  or  unant i c i pat ed  p rob lem s.

A s-bu i l t  d raw ings c om plet ed  as requ i red .

Road base and asphal t  pavem ent  w ere t ested by a 3rd  par t y  per  ADOT standards.

New  road  w ar ran t i ed  by  c on t rac t or .

Main tenanc e proc edures have been sc hedu led w i t h in  appropr iat e m ain tenanc e system .

Y e s

N o n e

T here are t w o t ypes  of  m et hods  i n  w h i c h  asset s  c an  be t rans fer red  f rom  CW I P  t o P I S  . _

m an u a l  u n i t i z a t i on  an d  b l an k e t  u n i t i z a t i on . E a c h  m e t h o d  r e s u l t s  i n  a  j o u r n a l  e n t r y

t ransfer r ing asset s f rom  CW IP  to P IS  in  t he P lant  Account ing system .

No sal vage am ount s  w ere rec orded for  t h i s  p rojec t .

No ret i rem ent  or  c ost  of  rem oval  are rec orded for  t h i s  p rojec t .

No F E RC ap p roval  r eq u i r ed .

No I nsu ranc e C l ai m s

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
UniSourceEnergy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, INC. ("UNS G@S")
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RESPONDENT:
Randy Deming (a, d, g, q-s) and Pat Fahey (b, c, e, L h-p, t, u)

WITNESS:
Frank M8IiHO and David Hutchins

Arizona Corporation Commission ("Comlnission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compozaiion ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. (guns Electric")
UNS Gas, Inc. ("UNS Gas")
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STF 6.25
Plant Additions
Please provide the following information for the plant addition abbreviated as D13NM12 Grant
T1 46kV Sub Xfinur Replc

2

The full name of the project.

A narrative describing the reason(s) for the project.

Was the project included in an approved capital budget and if so provide that approval.

Start date of the project and completion date of the project.

Any engineering determination justifying the project including any cost benefit analysis
andNet Present Value analysis or Internal Rates of return.

A history of the project cost estimates and the reasons for any changes (include dates and
appropriate approvals based on the applicable LOSA document).

Please provide the project cost detail by type (i.e., payroll, contractor costs, M&S,
overheads, AFUDC, from the Company plant accounting system.

Indicate i f  the project was constructed by company employees, contractors or a
combination. Also detail any safety concerns and/or incidents that occurred related to the
project

fall or a portion of the project was performed by outside contractors please provide
the bid analysis that concluded which contractors should be selected.

If contractors were used please describe what oversight was provided by the
Company

I f  Com pany em ployees were used for  the project  p lease explain what
capita expense work was deferred, if any, to allow this to be done.

Indicate the extent that portions of the project were constructed or assembled off-site and
then installed fully or partially on-site

Explain any delays due to parts availability, labor availability or work stoppages, weather,
design constraints permitting or any other unanticipated problem. Explain the duration of
those delays and, if applicable, AFUDC was stopped.

Indicate if "as-built" drawings/records have been completed.

Indicate whether the project was tests before being placed in-service and describe the
testing process and criteria used to declare the project used and useful.

If equipment was purchased from the outside (transformers etc.) were those purchases
warrantied by the mfg. and if not, why not

Describe and indicate whether the required maintenance procedures have been scheduled
within the appropriate maintenance system

Did subsequent budgets reflect a change in O&M based on the installation of new assets?

Provide any details of any outages related to the project since the in-service date.

Provide the accounting details and adjustments made to move the project into plant in
service, when these adjustmaits woe made; any subsequent adjustments made and why
(including dates). Also indicate when the project was unitized.

3

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Enavgy Corpcmation("UNS")

UniSource Energy Services ("UES")
Un1ISom*ce Energy Development Company ("UED")
UNS Electric, Inc. ("UNS EIect'ic")
UNS Gas, Inc. ("UNS Gas")
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Provide supporting information for any salvage values including the ultimate disposition
of unneeded or removed items and how the salvage was accounted for within the project

Provide supporting information for any retirements including the reasons for the
retirements, when the retirements were recorded and what the associated cost of removal
was.

Was the Company required to notify FERC, or receive FERC approval, for any
transmission upgrades or changes? If sopleaseprovide that approval and if not why not?

Were any insurance claims tiled for the project and if so were they received and how were
they accounted for?

RESPONSE:

a.

b.

u.

c.

d.

e.

f.

g.

h.

1.

2.

3 .

i .

j.
k.
1.

m .

IL

See Table 1 in the file "STF 6.01 - 6.25 Project Deta.ils.xlsx

This project consisted of the design, procurement, construction and commissioning of a
new transformer to replace the existing 46kV, 7.5/9.4 MVA transformer due to the existing
transformer having reached the end of its useful life

The project was budgeted and the approval was part of the annual capital budget approval
process.

This project consists of several distinct construction efforts which have independent
completion dates. Please see Table 2 in file "STP 6.01 - 6.25 Project Details.xlsx

The existing transformer was identified as a candidate for replacement by maintenance
engineering due to the oil quality, paper insulation quality, deteriorated low and high side
winding insulation, and age of the transformer

The project was estimated at $2.3M. Miscellaneous adjustments were made during the
project.

See Table l in the file "STF 6.01 - 6.25 Project Detai1s.xlsx

Work was completed by both TEP and contractors. Company etnuployees constructed the
substation physical and electrical and the contractor provided demolition and civil
construction services. No safety concerns or incidents occurred during this project.

The civil work was sole-sourced and TEP sole-sourced justification procedures were
followed.

TEP supplied inspectors for oversight of contractor work to provide access and ensure
quality of work.

No capital work was deferred to allow this project to be completed

The transformer required assembly at the manufacturer site but everything else was
constructed on site.

There was minor material delays but the project was completed on time

As-bMt drawings have been completed.

Substation Engineering provided standard testing procedures and the procedures were
followed prior to commissioning the equipment

The transformer and breakers were purchased MM a warranty from the manufacturer

The following maintenance procedures have been established

l . Doble (set of diagnostic tests thatprove integrity of the transformer) and sudden
pressurerelay testingafter lye, 3y1s, yrs

Arizona Corporation Commission ("Commission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric,Inc.("UNS Elcclric")
UNS Gas, Inc. ("UNS G8S")
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2. Monthly warranty inspection for fust five years.
3. Annual in&ared inspections.

4. Annual Dissolved Gas Analysis (DGA) tests.

5. Arnuad Inspection during distribution sub inspection.

6. Quarterly battery inspection/maintenance.
No, the extra maintenance is absorbed in our annual O&M budget.

No outages related to the project since the in-service date.
There are two types of methods in which assets can be transferred from CWIP to PIS -
manual unitization and blanket unitization. Each method rwults in a journal entry
transferring assets from CWIP to PIS in the Plant Accounting system.

No salvage amounts were recorded for this project.

The retirement and cost of removal associated with this project occurred as a result of
»replacernent or obsolescence during construction of new assets. Please see table 3 in file
"STF 6.01 - 6.25 Project Details.x1sx".

TEP did not notify FERC or seek approval for the referenced projects. FERC does not
require preapproval of projects.

u. TEP did not file any claims with any of our insurers for this project

RESPONDENT:
Dominic Carter (a, d, g, q-s) and Cynthia Garcia (b, c, e, L h-p, t, u)

WITNESS:

Frank Marino and Susan Gray

t.

Arizona Corporation Commission ("Conlmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Compamation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")



11050 : . |_Unit 3 + 4 net which ids MW used less MW returned to TEP in dollar

11350 U1 participants MW used in dollars

40250
UP + 4 MW Used for 2012-2014. As of 1/15 MW used by participants of
U1, up, U4, in dollars
U3+U4 MW returned to TEP, in dollars
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SET OF DATA REQUESTS REGARDING THE 2015 TEP RATE CASE Page 1Of 7

DOCKET NO. E-01933A-15-0322
April 21, 2016

From the visit to Springervile Generating Station

STF 13.1

SGS Common O&M:

a.

b.

Please conirnu that the energy output of the solar arrays at the Station is used to supply the
energy to the pumps in the well field which provide water to all four units at SGS.

Please provide a description of how the energy output loom the Company's solar resources
at the station are accounted for with respect to the operations expense for the Station for
the well Held operations. Specifically, provide documentation showing how TEP and its
customers are compensated for the energy generated by the solar arrays at the SGS site that
is used by the common well f ield  fac ilit ies. Please provide an accounting of this
compensation for 2012, 2013, 2014 and 2015.

RESPONSE:

a. Solar is used for well Held.

b. Solar production is part of 'm land energyjournal J3l7, with 25% to each unit.

The total auxiliary power is calculated each month by taking22 different meters plant wide
to arrive at total quantity. The solar power generation is one of the 22 meters. MW are
then convened to dollars based on the prior month rate. To get only the solar amount would
require extensive time to retrieve each month of each year Journal 317. Here is a sainnple
of solar generation: Jan 2015 was 950 MW and Aug2015 was 1575 MW

The solar is a piece of the total journal entry. The following are the accounting entries for
the participants (U l Alter fa, U1 LDVF1, U3 Tristate and U4 SRP) is to:

Debit account 11350 Other Accounts Receivable for U1 and 11050 Wholesale sales for UP
and U4

Credit account 40250 Reserve sharing.

The portion of MW that are charged to U1 Alter fa and U1 LDVF1 are included on their
monthly invoice. It should be noted that we have included solar generation MW on each
monthly invoice to Alter fa and LDVF1 but both companies are currently in nears for all
of 2015 and to date 2016. The MW for U3 and U4 are tracked and TEP receives MW in
return in a future period.

Documentation of accounting:

Soule J317 for 2012-2013-2014-2015

Legend

Account Explanation

Arizona Corporation Commission ("Commission")
Fords Inc. ("Fortis")
Tucson Electric Power Company ("TEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSourcc Energy Services ("UES")
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UNS Gas, Inc. ("UNS Gas")
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RESPONDENT :

CarolynRice

WITNESS:

Frank Marino
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L'me Losses - Follow-up to STF 1.35. Provide the line losses for each calendar year, 2013, 2014,

and 2015 for the following categories: 345kV, 138 kg, Transformer and Distribution. Provide any

smdies that the Company has prepared where the Company considered ways to mitigate line losses.

RESPONSE:

The Company has not completed a line loss study other than what has been already provided in

this case, therefore the following table represents the information tiled in the Company's annual

FERC Form 1 for the requested mc periods. The Company is always working towards mitigating

system losses through upgrades and improvements however no specific studies have been

conducted.

(inMWHI 2013 2014 2915

Transmission

Losses

Tota l Los s es

409,286 325,999 365,108

Distribution Losses 464,102 498.480 444.034

873,388 824,479 809,142

RESPONDENT:

Jeanine Tracey/ Brenda Pries

WITNESS:

Craig Jones

Arizona Corporation Commission ("Colnmission")
Fortis Inc. ("Fortis")
Tucson Electric Power Company CTEP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource Energy Development Company ("UED")
UNS Electric, IDC. ("UNS Eleclric")
UNS Gas, INC. ("UNS Gas")
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Sampled Distribution losses

In order to estimate the distribution losses, first we identify feedercircuits which have a sufficiently high

number ofassociated meters for which wehave interval data. We thenselect a time interval and

calculate the loadat the feeder as well as the aggregate load for all the meters on that same feeder

circuit. Not everymeter has quality interval data, for those meterswe calculate an average hourly usage

basedon last month'sbill. The distribution loss is then the loadat the feeder minus theaggregate load

of the metersplus the estimated loadfor meters withoutquality interval data.

Estimating Distribution losses

Substation Circuit Clraslt Eff Loss % IDSaturation High Quality ID Low Quality ID Total

Bopp Donald BD-1 94.91 5.09 94.2 1795 111

East Loop EA-55 5.5 95.02 922 80

South Loop SOSU-612 7.1 87.3 2596 373

West Ina WI-27 7.8 84.5 1320 241
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Estimating Transmission losses (345 kV and 138 kg)

This portion of the line loss studywas conducted using two different methods corresponding to the two

different portions of TEPs transmission system. One method, which leverages data found in our MDM

(Meter Data Management) system, is used to estimatethe losses on TEP's 345 kV system -the other

method usesdata from EMS to estimate the losses on TEP's 138 kV system.

Estimating 345 kg losses

The method for estimating TEP's 345 kV losses are pretty straight forward. For every line in TEP's 345 kV

system (for which we have data), calculate the difference between the delivered and received channels

of the meters at each end of the line. The 345 kV losses are then the sum of the differences of these

metered points.

Estimating 138 kg losses

The approach we took to estimate the 138 kV losses is not as straight forward as the 345 kV method.

Initially we attempted to use a method similar to the 345 kV calculation but discovered that we don't

TEP(0322)004023

um
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have measurement devices installed at both ends of the 138 kV line in some cases. This deficiency has

been identified, and as a result, our metering standard has been updated.

The method we eventually decided on is one where we take the city import' values along with any

sources of generation on the 138 kV system" and subtract f rom that, the sum of all the measurements at

the "high side" of the 138 kV distribution transformers.

Estimating Transformer losses

Transformer losses are estimated to contribute an additional .3% to the transmission losses based on

the results of this analysis: G:\ENGlNEER\LossS_tgdy\TransformerLossStudv

Summary

Based on the above methodology, data available and the data sampled, we estimate our total system

losses to be approximately 11% based on the following assumptions:

345 kV loss - 2%

138 kg loss - 3%

Transformer loss - 0.3%

Distribution loss - 6%

Note: Error in the measurement devices used to compute these losses were not accounted for in the

above methods.

__

'The city import value is comprised of the measurements at the Saguaro L1, Saguaro L2, South Loop T2, South
Loop Ts, Vail T1, Vail T2 and Vail Ta.
n Sources of generation on 138 W system were determined to be Sundt units 3 and 4 along with Su not las 1 and 2
at the Irvington generation station along with the ice at DeMons Petrie.
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Based on his analysis, Mr. McGan:y finds that the Company has failed to show how-these
proposals benefit and he believes that. implementing the proposals might cause
confusion and/or potential cross-=subSidiZ£fti6n. Sta&' recommends that the Arizona Corporation
COMmission ("Commission'f) reject both the Compass proposed changes to the PPFAC until
TEP provides so£Ecient evidence -that these' proposals Would be beneficial tO customers and
woihld not cause confusion or any potential crosS-stibsidization. Specifically,Staff also recommends
that the Commission (1). reject .TEP's .proposal to change from an determination ofthe
PPFAQ rate withies.. f0¥'¥C?£4;4f1d true-.up conipoNedtStO a t§#e1ve=month historical rolling average,
and (2) reject TEP's PrOposalto..alter the `Of"tlie PPFAC" adjusttiiéNt t6'a percentage
change of the base cost of fuel rate from the current expression as cents per kph appearing on
customer bills (which is consistent with Staffs position in the UNS Electric, Inc. ("UNS") case,
Docket No. E-04204A-15-0142).

The Purchase Power and Fuel Adjustment Clause ("PPFAC") Rate Design Direct
Testimony of Michael J. McGarry, Sr., of Blue Ridge Consulting Services, Inc. ("Blue Ridge"),
provides Staff recommendations concerning two specific rate design proposals proffered by Tucson
Electric Power Company ("TOP" or "Company') related to the Company's PPFAC. The Erst REP

proposed modification seeks to change the PPFAC adjustment to a twelve-month historical average
versus the forward-looking methodology currently approved by the Commission. = The second
proposed modification targets change to the expression of the PPFAC adjustment from cents per
kph to a percentage of the base cost of fuel rate, included in base rates as approved by the
Commission in this case.

EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DQCKET NO. E-01933A-15-0.22

I

':___,>



Direct Rate Design Testimony of Michael J. McGa1Jly, Sr.
Docket Nos. E-01932>A-15-0_22 et al.
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 name

4

5

My is Michael J. McGarry, Sr. I am Senior Technical Consultant with Blue Ridge

Consulting Services, Inc. My business address is 114 Knights Ridge Road, Travelers Rest

South Carolina 29690.

6

7 BACKGROUND AND QUALIFICATIONS

8 Q.

9

Are you the same Michael J. McGarry Sr. that proffered testimony in the revenue

requirements portion of this case?

10 Yes. My testimony was filed with the Commission conjure 3, 2016.

11

12 Q. Are your background and qualifications the same here as offered in that Blind?

1 3 Yes. Exhibit MJM-1 attached to that submission is applicable here as well.

14

1 5 Q.

1 6

Just to reiterate, have you previously testif ied before the Arizona Corporation

Commission ("Commission")?

1 7 Yes. I have testified in Docket Nos. E_01345A_11-0224, E-04204A_12-0504, and E-01933A

1 8 12-0291.

1 9

20 PURPOSE OF TESTIMONY

21 Q. On whose behalf are you testifying?

22 I am appearing on behalf of the Commission Utilities Division Staff ("Staff").

23

A.

A.

A.

A.

A.
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Direct Rate  Design Testimony of Michael J . McGarry, Sr.
Docket Nos. E-01933A-15-0322 et a l.
Page 2

1 Q. What is the purpose of the testimony you are presenting?

2 A.

3 o r

4

I present the Staffs position with respect to the proposals of Tucson Electric Power

Company ("TEP" "Company') concerning 1nodiHcation of the Purchase Power and Fuel

Adjustment Clause ("PPFAC") .

5

6 Q. Was this testimony and the supporting analyses prepared by you or under your direct

7 s upe rvis ion?

8 A. Yes .

9

10 Q. P le a s e  b r ie fly  d e s c r ib e  th e  in fo rm a t io n  yo u  re v ie we d  in  p re p a ra t io n  fo r  yo u r

1 1

12 A.

13

testimony.

I have reviewed the Company's testimony, exhibits, and data request responses provided by

the Company to the various parties to this proceeding.

14

15 CONTENT OF ATTACHMENTS TO TESTIMONY

16 Q. Have you attached any exhibits to your testimony?

17 A. No .

18

19

20

P URCHAS ED P OWER AND FUE L ADJ US TME NT CLAUS E

Is  the  Compa ny propos ing a ny cha nge s  to the  PPFAC?Q.

21 A.

22

23

24

Yes. TEP is requesting a major modification to the PPFAC to (1) implement a monthly

change in the rate (which is currently recalculated only annually) and (2) allocate these

monthly adjustments to the PPFAC costs on the same percentage basis to all rate classes. As

Company Witness Jones states, "The PPFAC charge will be a single percentage adjustment
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1

2

applied to all base rates for all customer c]asses."1 In addition, Company Witness Sheehan

discusses the Company's proposed change to make the PPFAC a rolling average.

3

4 Q.

5

Please briefly explain the PPFAC's current structure in regard to the elements for

which modification is proposed.

6 A.

7

8

The Company's current PPFAC includes a component called the safe fox! offue/ rate that is

established in a base rate case and, therefore, will be set in this case. This Kan Cox!of]9ze/ rate is

Fixed until changed by approval of the Commission in a subsequent base rate case.

9

10

11 case:

12

13

14

15

16

The current PPFAC also includes two components that are established outside a base rate

the farm/ard component and the true-zgiu fowponenzi The fonz/ard 40n¢onenz' is set annually in a

PPFAC Being made by the Company and as ordered by the Commission. The last PPFAC

fi led by TEP was February 1, 2016. This _jhfward cowpofzenf is a project ion of  fuel  and

purchased power costs for the upcoming 12-month period, during which the forward

component is expected to be in effect. It is calculated using a sophisticated production

modeling program called AuroraXMP.

17

18

19

20

The true-1325 no/tgbonent is, as its designation suggests, the difference between the previous 12

montlmforecafi v0ffgboneni and the pizza/ purchased power and fuel costs the Company incurred

during that previous 12-month period.

21

22

23

Through this PPFAC structure that has been in place, the Company is currently allowed to

recover the following purchased power and fuel-related costs from customers :

1 Direct Testimony of Craig A. Jones at page 77, lines 3-8.



Component
Authorized Recovery

(¢ per kWh)2

Base Cost of Fuel 3.2335

Forward
Co1I1poI1€Il1I

0.2782

True-up 0.1281
Average Total Rate 3.3836

\
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1

2 REP Propom/1: PPFAC Fregueng Change

3 Q. Please explain the details of the Company's proposal.

4 A.

5

6

7

As mentioned, the Erst of the Company's PPFAC proposals is to alter the frequency by

which the PPFAC rate is changed. The frequency change is from annually to monthly. This

change would remove the forward component's 12-month projection of costs in favor of

calculating a historical 12-month rolling average. Company Witness Sheehan states in his

8 testimony,

9

10
11
12
13
14

TEP is proposing to modify its PPFAC to consist of a base rate and a PPFAC
percentage rate. The sum of the base rate and the PPFAC percentage rate vvwill
be derived by using the prior twelve month's weighted average fuel costs, net
of shop-term wholesale revenues. Each month the calculation will fluctuate
based upon actual net costs of the prior 12-monthly period

15

16 W/itness Sheehan then states that the base rate of fuel costs will remain Fixed and only the

17 P P FAC pe rcentage  will change  each month.

18

19 Q. Does the Company provide just i f ication for this change?

20 A.

2 1

22

In my v iew, the Company offers only limited and insuff icient justif ication for this major

change. The Company states that the reason for the proposed change is to smooth the

vo1ati]ity of fuel costs for customers.4 Witness Sheehan notes that this type of rolling average

2 TEP PPFAC filing dated February 1, 2016. Approved by Commission Order dated April 22, 2016. Rates effective May
1, 2016.
s Direct Testimony of Michael Sheehan - page 42, Lines 8-13.
4 Ibid. at page 42, lines 25-26.
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1

2

3

4

5

6

is utilized in TEP's sister companies, UNS Electric and UNS Gas. He also notes that TEP is

moving toward a more natural gas-based generation mix and away from coal, costs of which

have traditionally been very stable. He states as justification that the annual reset of PPFAC

rate has created a couple of instances of "significant bill i.mpact."5 W/itness Sheehan proposes

that the transition to the twelve~month rolling average combined with effective hedging will

lower PPFAC volatility and smooth potential bill impacts.6

7

8 Q.

9

Does the Company provide recast comparison of previous fuel costs to show what the

impact of its proposal would have been during the testyear (or any other period)?

10 A. No . The  Compa ny provide s  no a dditiona l a na lys is  or compa ris ons  wha ts oe ve r. It me re ly

11 states without substantiation that volatility vvwill decrease.

12

13 Q. Are there any other factors to consider in the frequency change?

14 A.

15

16

17

18

19

Yes. The current 12-month projection may anticipate expected changes that may not be part

of the historical trend. Therefore, if the PPFAC rate ignores any forecast and takes into

account only historical trend, volatility may still be a factor. This is particularly true it' the

Commission were to adopt the 12 month rolling average as proposed. Customers would be

used to a single rate change each April/May and now that change is monthly. This potential

could cause customer to question why rates are changing frequently.

20

2 1 Q-

22

What is your opinion of the Company's proposal to go from an annual rate to monthly

rolling average?

23 A.

24

25

The Company has not satisfactorily demonstrated its presumed reduction of volatility, and

potential unintended consequences of changing the methodology on customers. There is

insufficient analysis to determine whether moving to a monthly rolling average would be

s Direct testimony of Michael Sheehan at page 43, lines 1-3
6 Ibid at lines 3-5
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1

2

3

beneficial to customers or create additional confusion. Therefore, until the Company can

demonstrate its claims regarding volatility reduction with the proposed change and impacts

on customers, it is my opinion that the Commission should reject the Company's proposal.

4

5 TEP Prqmyal 2: PPFAC A//wation C/yange

6 Q.

7

Please describe the Company's other proposed PPFAC change to allocation of

PPFAC rate from an incremental increase/decrease in cents per kph to a percentage-

8

9 A.

10

11

12

13

14

15

16

17

18

based increase/decrease to each customer class?

As I mentioned previously, the Company intends to modify the allocation of the increase or

decrease to the monthly recalculated PPFAC rate from cents per kph to a single percentage

basis across all customer classes. Company Witness Jones provides one short statement

explaining the Company's position.7 As an example, if the PPFAC were calculated resulting

in a 0.5 percent increase, compared to the existing cost of fuel base rate approved in this case,

then each customer class (i.e., residential, small commercial, and LPS) would see the same 0.5

percent adjustment as a PPFAC adder As explained earlier, the PPFAC adder is currently

calculated on a cents per kph basis and then added to the customer's bill. Witness Jones

states that the percentage mediod "better aligns the changes in fuel costs with each rate class'

base fuel costs."9

19

20 Q.

2 1

22

Beyond the Company's testimony, was there any analysis provided that supported the

Company's claim or showed how customers would benefit from the proposed rate

design allocation change?

23 A. No. The Company's statement was left unsubstantiated

24

7 Direct Testimony of Craigjones at page 77, Ines 10-18.
8 Ibid at lines 17-18
9 Ibid at line 12-13
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1 Q. Do you have an opinion concerning this proposal?

2 A. Yes. Consistent with Staffs position in the UNS case, Docket No. E-04204A-15_0142, I

3

4

recommend that the PPFAC remain as a calculation of cents per kph. There is no evidence

to suggest that customers would benefit from changing to the Company's proposed plan.

5

6 Q. Please summarize Staffs rate design recommendations for the PPFAC?

7

8

9

1 0

Staff recommends that the Commission reject the Company's proposed changes to PPFAC

until such time that the Company provides sufficient evidence that these proposals woad be

beneficial to customers and not cause confusion or any potential cross-subsidization

Specifically, Staff recommends that the Commission reject the Company's proposal:

1 1

1 2 To move from an annual determination of the PPFAC rate, with its forward and true

1 3

1 4

1 5

1 6

up components, to a twelve-month historical rolling average, and

To change how these monthly adjustments to the PPFAC are expressed from a cents

per kph basis on customer bills to a percentage change that would be applied equal

to all customer classes.

1 7

1 8 Q. Does this conclude your PPFAC Rate Design Testimony?

1 9 A.

A.

Ye s . It doe s .
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0239 AND E-01933A-15-0322

Mr. McGar1:y's surrebuttal testimony reviews the Tucson Electric Power Company ("TEP" or
"Company") rebuttal testimony with respect to a Company concession made in rebuttal, and
recommends rejection of the Company's continued position related to the Purchased Power and
Fuel Adjustor Clause.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Michael J. McGan:y Sr. I am a Senior Technical Consultant with Blue Ridge

Consulting Services, Inc. ("Blue Ridge"). My business address is 114 Knightsbridge Rd.,

Travelers Rest, SC 29690.

6

7 Q . For whom are you appearing in this proceeding?

8 'A.

9

I am appearing on behalf of the Arizona Corporation Commission l"Commission") Utilities

Division Staff ("Staff") .

10

11 Q- Have you previously submitted testimony in this proceeding?

12 A. Yes, I have submitted testimony in tints proceeding

13

14 Q. What is the purpose of your surrebuttal testimony

15 A.

16

17

My surrebut tal  test imony addresses Tucson Electr ic Power Company's ("TEP" or

"Company') rebuttal testimony concemrng my direct testimony related to the Purchased

Power and Fuel Adjustment Clause ("PPFAC"]

18

19 Q. Please summarize StamPs position with regard to the PPFAC introduced in your prior

20 testimony in this~ case.

21 A.

22

23

24

25

26

With respect to rate design, in my testimony submitted on ]ume 24, 2016, I recommended

that the Commission reject both the Cornpans proposed changes to the PPFAC: (1) to

change from an annual determination of the PPFAC rate m`th its forward and true-up

components to a twelve-month historical rolling average and (2) to alter the expression of the

PPFAC adjustment to a percentage change of the base cost of fuel rate &om the current

expression as cents per kph appearing on customer bills

l-Illlllllll I I I I Illll
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1 S URRE BUTTAL T E S T IMC NY

2 Q . What is the focus for your sutrebuttal testimony?

3 A.

4

5

I will address my acknowledgement of a Company concession made in rebuttal; and my

recommendation for rejection of the Company's continued position related to the PPFAC

and that it be calculated using a 12-month historical average.

6

7 CONCESSION

8 Q. Please discuss the concession the Company made in rebuttal.

9 A.

10

11

With respect to the Company's proposal to modify the way the PPFAC is applied to the rate

classes to be based on a percentage increase, the Company withdrew that proposal in

rebuttaL'

12

13 P P FAC BAS ED ON HIS TORICAL 12-MONTH ROLLING-AVERAGE COS TS

14 Q . What is  the  Colnpany's  rebutta l pos ition with res pect to the  PPFAC?

15 A.

16

17

18

In his rebuttal testimony, Witness Roley continues to request that the Commission approve

the Com pany 's proposal  to  ca l cu late the PPFAC using a 12-month average of

historical/actual costs.2 He maintains that the Company believes there are significant benefits

that would arise out of using this methodology

19

20

21

Q.

A.

22

23

24

Please summarize the Company's proposal in direct testimony.

As I noted in my direct testimony at page 4, TOP is proposing to modify its PPFAC to

consist of a base rate and a PPFAC percentage rate. The sum of the base rate and the

PPFAC percentage rate would be derived by using the prior twelve month's weighted average

fuel costs, net of short-term wholesale revenues. Each month the calculation woad fluctuate

1 Rebuttal testimony of Raimondo J. Robes at page 2, line 23.
2 Rebuttal testimony of Raimondo ]. Robes at page2,lines 24-25
3 Ibid.
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1

2

3

based upon actual net costs of the prior 12-month period and would be banded by a 1

percent collar; that is, the change in the adjustable portion of the PPFAC would be limited to

no more than + /- 1 percent from one month to the next.4

4

5 Q.

6

What does the Company regard as the "significant benefits" that wotdd result from

their proposed new methodology?

7 A.

8

9

10

11

12

Witness Robes proffers that there are two beneNtsz (1) the 12-month rolling-average would

improve the predictability of anticipated PPFAC charges by eliminating the Forward

Component and True-Up Component used in the current PPFAC rate in favor of using

actual historical costs and (2) limiting the potential change from month to month by 1

percent would reduce the potential for significant bill impacts with annual adjustment of the

PPFAC rate as currently in place.5

13

14 Q. Do you agree with Witness Robes?

15 A.

16

As it applies to TEP's situation, not entirely, and therefore, I continue to recommend that the

Commission reject the Company's proposal.

17

18 Q. Please explain why you disagree with the Company's proposal.

19 A.

20

21

22

23

24

As stated in my direct, the Company has not provided sufficient justification for making such

a significant change. Its use by other companies does not in itself provide proof that Ir would

benefit TOP's customers. In addition, the Company argues that administering another

monthly adjustment clause would not "create challenges for Staff."° In either case, the

Company has not provided any evidence to show what would have happened with a rolling

average calculation and how the PPFAC would have changed month to month. FUrther, they

4 Rebuttal Testimony of Rannondo J. Robes at page 3, lines 13-15.
5 Rebuttal Testimony of Raimondo ]. Robes at page 3, lines 3-16.
6 Rebuttal Testimony of Rarnondo J. Robes at page 5, lines 20-22

l !
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1

2

3

4

5

6

7

8

9

10

1 1

offer no evidence that customers prefer or at the very least are not adverse to a monthly

change. Witness Robey simply states that to his knowledge, "there have been no complaints

regarding bi l l  complex." While acknowledging large increases in a customer's bill can

generate concern from customers, my position is that frequent changes (i.e., monthly

increases) can also generate customer concern. The Company did not provide evidence (i.e.,

number of complaints related to change in the PPFAC) even though Witness Robes states

that there were complaints. Simply stating that it happens is not justification for such a major

change. Therefore, and in consultation with Staff who would be required to administer the

monthly PPFAC, I continue to recommend that the Commission reject the Company's

proposed monthly adjustment based on historical 12-month average costs in favor of

maintaining the current methodology (i.e., true-up and adjust annually based on a forward-

12 looking component).

13

14 Q . Does this conclude your suxrebuttal testimony?

15 A. Yes, it does.

7 Rebuttal testimony of Ramondol. Robes at Page 5, line 7
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Staff Proposed

Net
Sativa Total

12/31 /14
Investment Ixntvestment InvestmentFunction Total

Comparison of Proposed Deprcciantion Rates

TEP Proposed

Net
Sal

H=F+GFDC GB I=H~EE=C+D

2.99% -0.29%0.36%0.55%3.09% 3.35%3.65%1,775,183,769
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2.05%
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A
Steam
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2.94%2.83% 2.74%3.18% 0.20%Total .0.24%4,048,374,265 0.35%
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET NO. E.-1933A-15-0322

Roxie McCu.I]ar's direct testimony addresses the depreciation rates Bled by Tucson Electric
Power Company ('"REP" or "Compaq') in this proceeding.

Ms. McCu1l21r recommends that mc Staff proposed depreciation rates shown on Schedule
RMM-1 be approved for TEP in Arizona. The Staff proposed depreciation rates shown on
Schedule RMM-1 include the sHowing adjustments to TEP's proposed depreciation rates:

(1) A -5 percent future net salvage percent for Distribution Plant. This -5 percent future net
salvage percent is supported by the actual historic net salve percent which has averaged
-4.4 percent over the last 25 years;

(2) A Final retirement year of 2032 for Sundt Steam Units 1 and 2, North Loop CT Units 1, 2,
and 3, and Sundt CT Units 1 and 2, which is supported by the Co1:npany's future plans for
providing elecdc service as shown in its 2016 IP; and

(3) The estimated dismantlement costs be set at current dollars, instead of 'IosEP's proposal to
estimate future inflated dismantlement costs in lower value future dollars and, based on that
inflated future cost, to collect from current ratepayers in the more valuable current dollars.
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T o d 4,048,374,265 114,541,941 14,083,428 128,625,369 111,018,189 7,904,564 1189 753 (970 61m

r 1



y r

Direct.Testimony of Roxie McCuJ]ar
Dociket No. E-01953A-15-0_22
Page 1

1 INTRODUCTION

2 Q.

3 A.

4

Please state your name and business address?

My name is Roxie McCu]]ar. My business address is 8625 Farmington Cemetery Road,

Pleasant Plains, Illinois 62677.

5

6 Q,

7 A.

8

What is your present occupation?

Since 1997, I have been employed as a consultant with.the Emma of William Dunkel and

Associates and have regularly provided consulting services 'm regulatory proceedings

9 throughout the country.

1 0

1 1 Q.

12 A.

Please describe your educational and professional background.

I am a Certled Public Accountant licensed in the state of ]]]inois. I received my Master of

13

14

1 5

1 6

Ans degree in Accounting from the University of Illinois in Springfield I received my

Bachelor of Science degree in Mathematics &om I]]inois State University in Nortznal Over

the past 18 years I have Bled testimony in over 40 state regulatory proceedings on cost

allocation, universal service, and depreciation issues. .

1 7

1 8 Q .

1 9 A.

20

On whose behalf are you testifying?

I am testifying on behalf of the Arizona Corporation Commission Utilities Division Staff

("St2-ff")-

2 1

22 Q .

23 A.

Have you prepared an appendix Mat describes your qualifications?

Yes. My qualifications and previous experiences are shown on the attached Appendix A.

24

I
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DocketNo. E01933A-15-0322
Page 2

Q . What is thepurpose of your testimony?

The purpose of my testimony is to address the depreciation rates filed by Tucson Electric

Power Company ("'I'EP" or "Compa.ny") in this proceeding.

SUMMARY

1

2

3

4

5

6

7

8

9

10

11

Q. Can you summarize your recommendations?

A. Yes. I recommend that the Staff-proposed depreciation rates shown on Schedule RMM-1 be

approved for TEP in Arizona.

The Staff-proposed depreciation rates shown on Schedule RMM-1 include the following

adjustments to TEP's proposed depreciation rates:

(1) I recommend a -5 percent future net salvage percent for Distribution Plant. This -5

percent future net salvage percent is supported by the actual historic net salvage

percent which has averaged -4.4 percent over the last 25 years;

(2) I recommend a final retirement year of 2032 for Sundt Steam Units 1 and 2; North

Loop CT Units 1, 2, and 3; and Sundt CT Units 1 and 2, which is supported by the

Company's future plans for providing electric service as shown in its 2016 IP; and

12
13

14

15

16

17

18

19

20

21

22

23

24

25

(3) I recommend that the estimated dismantlement costs be set at current dollars, instead

of TOP's proposal to estimate future inflated Msmandemmxt costs in lower value

future dollars and, based on that inflated future cost, to collect &om current

ratepayers in the more valuable current dollars.

A.



I
Staff-Proposed

Investment

F

N e t

Salvage

G

Difference
I=H-E

Total
H = F + G

12/31/14

Investment

B

Invesunent

C

Total
B=C+D

Compari son of Proposed Deparedation Rates

_ _ STEP-Proposed

Net

Salvage

D

!

2.99%3.65%0.55%3.09% 3.35%1,775,183,769 0.36%

2.89%

2.05%

2.79%

1.77%

2.65%

1 .69%

-0.29% .

-0.11% I
-0.28%

2.68%

1.80%

0.14%

0.08%

550,310,918

1,393,613,489

0.21%
0.25%

0.00%

-0.24%

5.89%

2.94%

FunctiOn

A

Steam

Produci on

Other

Production

Distribution

General

Plant

Total
391%
2.83%

-0.13%

0.35%

5.89%
3.18%

-0.13%

0.20%

329,266,089

4,048,374,265

6.01%

2.74%

B DC B=C+D F G H=F+G -I=H-E

0.55%3.09% 3.65% 2.99% 0.36% 3.35%1,775,183,769

2.68%
1.80%

0.21%
0.25%

2.65%
1 .69%

2.89%
2.05%

0.14%
0.08%

2.79%
1.77%

-0.29% .

-0.11% I
-0.28%

550,310,918
1,393,613,489

A
Steam
Producion
Other
Production
Distribution
General
Plant

Total

-0.13%

0.35%

5.89%
3.18%

391%
_z83%

-0.13%

0.20%

6.01%

2.74%
5.89%

2.94%

0.00%

-0.24%

329,266,089

4,048,374,265

The 2015 annualized accrual based on December 31, 2014, investments using Staff-

recommended depreciation rates compared to the STEP-proposed depreciation rates are

summarized below'l

Table 2:

1Schedule RIVIM-1 shows the annual actuals based on the 12/31/14 investment levels. However, `m the future as the
investments change, the depreciation rates willbe applied to the then current investments, which will produce a di£fe1:ent
annual accrual amount.

i
1

Total
H=F+G

Difiacnoe
I=H-E

Iniv'est:n1mt

c

Comparison M2015 AnmumalizedActual Based on 12/31/14 Invuuments
_'REP-Ptopnsed _ _ _ ShE-Ptoposad

N e t N e t
Salvage Invesumuzr _ _ Salvage

D F G

12/31/14
investment

B

T od
B=C+D

54,889,3581,775,183,769 9,841,101 64,730,459 59,500,931 (5,229,528)6,441,96253,058,969
4n

(583,847)1,173,557
3,484,034

14,757,043
25,101,719

15,341,753 I
24,696,512 (3,s89,241) l

550,310,918

1,393,613,489

14,578,777
8,581,622

15,925,600
28,585,753

762,976
1,114,891

Function
A

Steam
Production
Other
Production
Disdbut ion
General
Plant
Total

1_9,383,557
118,922,755

_ 0

(9,702,616)

19,798,821

111,018,189

(415,264)

7,904,564

19,383,557

128,625,369

19,798,821

114,541,941

329,266,089

4,048,374,265
LL5263

14,083,428

I
l
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I
I

1 Q. Can you summarize the Staff-recommended depreciation rates? E

2 A. Yes. I

I

3

The Staff recommended~depIec;iation rates compared to the STEP-proposed

depreciationrates are summarized below:

4
5
6

Table  1:

i
I

\

7

8

9

10

13

11
12

H ll
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1 DISTRIBUTION PLANTNET SALVAGE

2 Q.

3

Do you have a recommendation regarding TEP's proposed future net salvage percent

for Distribution Plant?

4 A.

5

6

Yes. Based on TOP's actual experience, I recommend a -5 percent fixture net salvage percent

for Distribution PlaNt, which results in a 0.08 percent annual depreciation rate and collects

$1.1 million per year for net salvage for Distribution Plam-.2

7

8 Q.

9 A.

10

11

12

13

14

15

Please explain what is meant by net salvage.

In the Arizona Administrative Code,Net Salvage is defined as "the salvage value of property

retired less the cost of removal."' Salvage Value is de ed as "the amount received for assets

retired, less any expenses incurred in selling or preparing the assets for sale; or if retained, the

amount at which the material recoverable is. chargeable to materials and supplies, or other

appropriate accounts."' Cost of Removal is defined as "the cost of demolishing, dismantling,

remov ing, tearing down, or abandoning of  physical assets, including the cost of

transportation and handling incidental thereto." 5

16

17 Q.

18 A.

19

What impact does net salvage have on depreciation rates?

Positive net salvage results in a lower depreciation rate, everythiiug else equal. Negative net

salvage results in a higher depreciation rate, everything else equal.

2,

21 As stated in National Association of Regulatory Commissioners' ("NARUC's") Public

22

23
Utilities Depreciation Practices publication:

\ .

2 See Schedule RMM-1 -
3 Arizona AdnuinisUitive Code R14-2-102.
4 Arizona Adnuinisuadve Code R14~2-102.
5 Adazona Adnninisuative Code R14-2-102.

ll
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1
2
3

"Positive net salvage occurs when gross salvage exceeds cost of retirement,
and negative net salvage occurs when cost of retirement exceeds gross
salvage."

4

5 Q .

6 A.

7

8

What negative net salvage percent is TEP proposing for Distribution Plant?

TBP is proposing a -15 percent future net salvage percent for Distribution Plant, which

results in a 0.25 percent annual depreciation mM and collects $3.4 million per year for

negative net salvage for Distribution P1ant.7

9

10 Q .

11

12 A.

What information did TEP provide supporting its proposed -15 percent future net

salvage percent for Distribution Plant?

TEP's 2015 Depreciation Rate Study states:

13
14
15
16
17
18
19
20
21
22
23
24

"Estimates of net salvage rates applicable to future retirements ate most often
derived from an analysis of gross salvage and cost of removal realized in the
past. An analysis of past experience (including an examination of trends over
time) provides a basis for estimating future salvage and cost of removal
However, consideration should be given to events that may cause deviations
from net salvage realized in the past. Factors that should be considered
induce: the age of plant retirements; the portion of retirements likely to be
reused; changes in the method of removing plant; the type of plant to be
retired in the future; inflation expectations; the shape of the projection life
curve; and economic conditions that may warrant greater or lesser weight to
be given to net salvage rates observed in the past"

25

26

27

The Depreciation Rate Study does include "an analysis of gross salvage and cost of removal

realized in the past." As stated inDr. White's testimony:

28
29
30

"Q- DID FOSTER ASSOCIATES CONDUCT A NET SALVAGE
ANALYSIS IN THE 2015 STUDY?

6 Page 18,Publi; Utilities Depreciation Pmcggps,published by National Association of Reguiatcry Commissioners
(NARUC), 1996.
7 Exhibit RBW-1, pages 18, 28, and 81.
aEaazhibitREW-1, page 10.
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1
2
3
4
5
6
7

A. Yes. Five-year moving averages of the ratio of realized salvage and cost of
removal to the associated retirements were used in the study for distribution
and general plant categories to a). estimate ratlized net salvage rates; b) detect
the emergence of historical trends; and c) establish a basis for estimating
future net salvage rates. Cost of removal and salvage opinions obtained &om
TEP operating personnel were blended with judgment and historical net
salvage 'indications in developing estimates of the future"9

8

9 Q_

10

Did Dr. White receive any information firm TEP that indicates the future

Distribution Plant net salvage will be significantly different than the recent historical

11 trend?

12 A. No. In response to discovery, TEP stated:

13
14
15
16
17

"Dr. White neither observed nor was informed of any significant changes in
the composition of plant categories or anticipated changes in future forces of
retirement that would measurably impact hazard rates or conditional
probabilities of retirement observed in the past."10

18

19 Q. What is Schedule RmM-2?

20 A. Schedule RMM-2is TOP'sresponse to the discovery request quoted above.

21

22 Q.

23

24

25 A.

26

27

What does the Distribution Plant historical net salvage analysis 'm the 2015

Depreciation Rate Study indicate about the "go s salvage and cost of removal

realized in the past" and the "historical treNds"?

Attached as Schedule Rlv[M-3 is page 110 of TEP Enxlaibit REW-1 which shows the actual

historical net salvage of Distribution Plant for the last 25 years. This analysis shows that

overall the historical net salvage has averaged -4.4 percent over the last 25 years.

28

29 This analysis also shows that the actual net salvage has been positive since 2008.

1

9 White Testimony page 8, lines 3-11
*° TBP response to RUCO 1.02, attachedas Schedule RMM-2;



PercentYear

DisdbutionPlantNet Salvage History Last Five Years

Retirements Gross Salv Cost ofRe `. Net S v |\

B F=48/B

6196

20JW6

15296

14796

asks

E=C-D

$407,996

1,931,956

1,502,430

1,522,006

1,670,719

18

2010

2011

2012

2013

2014

D
$1,491,496

1,954,166

1,981,445

1,645,569

1,693,337

$6,741,625

9,584,974

9,894,066

10,388,388

18,904,562

C
$1,899,492

3,886,122

3,483,875

3,167,575

3,364,056

$7,035,107 +1Z7%Last Five Years $15,801,119$55,513,615 $8,766,012

-lllll

I 'a

Direct Testimony of Roxie McCall]ar
Docket No. E-01933A-15-0322
Page 7

My recommended -5 percent future net salvage percent is closer to the actual experience tixzm

TEP's -15 percent proposed future net salvage percent.

Q.

1

2

3

4

5

6

7

8

A.

Does the recent trend support a more positive net salvage percent?

Yes. In recent years, the net salvage for Distribution Plant has been positive. This means

that 'REP has received enough gross salvage to cover the cost of retiring and did not need to

collect any cost of removal expense from ratepayers. Table 3 below shows the actual net

salvage history for the last Eve years.

9

1 0 Table  3:

Since the net sale has been positive in recent eats, as shown above, m recommended ~5age P Y Y

percent future net salvage percent is conservative.

Please summarize your recommendation for net salvage for Distribution Plant.

11

12

13

14

15 Q.

16 A.

17

18

19

I recommend a -5 percent future net salvage percent for Distribution Plant. This ~5 percent

future net salvage percent is supported by the historic net salvage analysis which has averaged

-4.4 percent over the last 25 years.
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PRODUCTION PLANT YEAR OF FINAL RETIREMENT

Q. Do you have a recommendation regarding TEP'S proposed you of Final retirement for

Production Plant?

A. Yes. The Company's 2016 Integrated Resource Plan ("IP")" shows that Sundt Steam Units

1 and 2; North Loop CT Units 1, 2, and 3; and Sundt CT Units 1 and 2 are expected to be

providing service at least through 2032.

I recommend extending the final retirement year for these units to 2032.

Q. Does TEP recommend an extension of the final retirement year for these production

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

A.

units?

Yes. TEP recognizes that several units are now expected to retire later than assumed in the

prior Depreciation Rate Study. However, the retirement dates used in TEP's Depreciation

Rate Studyiled in this proceeding are still earlier than the retirement dates used in TEP's

2016 IP.

As stated in TEP WitnessMichael E. Sheehan's Direct Testimony:

18
19
20
21
22
23
24
25
26
27
28
29

"Q. What is the Company's recommendation on the retirement dates for the
Sundt and North Loop generating resources?
A. The Company is recommending extending the retirement dates on all of
the local area units" by ten years. The Company has chosen a ten~year
timeiitame in order to properly determine the long-term viability of these older
natural gas generation resources in the context of TOP's future resource
planning environment."

Footnote 36: "North Loop Unit 4 and Sundt Unit 4 are excluded from this
recommendation since these units currently have retirement dates of 2046 and
2048 respective1y."'2

11 TEP's "most zecamt Inmegucated Resource Plan" provided in response to UDR 1.006 which included a link to 'Tucson
Eat-xuac Power Marcia 1, 2016 Pt=8t1°5n2ty Integrated Resource Plan". See Sghedulg RMM4.
to Page 27,line 25 - page 28, line 3 of Sheehan Direct Testimony.
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I

1

2

3

4

The Company is recommending a 10-year extension of the Final retirement year for Sundt

Steam Units 1, 2, and 3; North Loop CT Units 1, 2, and 3; and Sundt CT Units 1 and 2.

Table 4 below.shows the current approved year of End retirement ("YFR"), TEP's proposed

year of Final retirement, and the year these units are assumed to be in service in TEP's 2016

I P .5

6
7
8

Tab le  4:

9

10

11

12

TOP's extension of 10 years for these units in the Depreciation Rate Study moves the year of

End retirement dozer to the 'm service year of 2032 or later assumed for these units in the

2016 IP,but does not go as fa: as the retirement dates assumed in the 2016 IP.

13

14

15

16

As shown in the last column of Table 4 above, the 2016 IP assumes Sundt Steam Units 1

and 2; North Loop CT Units 1, 2, and 5; and Sundt CT Units 1 and 2 will be in service

several years after the proposed year of Iiual retirement used in TEP's Depreciation Rate

17

18

Study.

xi Page 2 of Sheehan Direct Testimony.
14 Eidmibit REW-1, srmment H
15 Exhibit REW-1, Stamnmr H
us Page 27, lime 25 - page 28, line 3 of Sheehan Diced Testimony.
rt TEP's "most recent Integrated Resource Plan" provided in response to UDR 1.006 which included a link to "Tucson
Electric Power Marclx 1, 2016 2016 Preliminary Integrated Resource Plan".
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r

Q.

A.

What is Scbedulg RMM-4?

Schedule RMM-4 is the page Erorn the Company's 2016 IP which shows these units are

assumed to be in service until at least 2032.

Q.

A.

What do you recommend on this issue?

I recommend that the final retirement year of 2032 be used for Sundt Steam Units 1 and 2;

North Loop CT Units 1, 2, and 3; and Sundt CT Units 1 and 2, as supported by the

Compa.ny's future plans for providing electric service in its 2016 IP.

INFLATION OF PRODUCTION PLANT DISMANTLEMENT COSTS

A.

Q. Do you have a recommendation regarding the amount of dismantlement costs

included in TEP's proposed depreciation rates?

Yes. TOP is inflating the disnuantlernent costs to the year of Enl al retirement but collecting

the future inflated estimated costs in today's more valuable dollars. TEP's proposal collects

the more valuable current dollars to pay for estimated future inflated disrnantlernent costs.

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

1 4

15

1 6

1 7

1 8

1 9

2 0

2 1

2 2

23

2 4

For example, the company-provided engineering study estimates Sundt Steam Production

Plant dismantlement costs of $68 million in 2011-year dollars, whicib is $178 per kw.

However, the depreciation expense for Sundt Steam Production Plant proposed by TEP in

this case assumes $295 per kw. 'REP's $295 per kW is based on the expected lower value of

dollars decades Eros now when the Sundt Steam Production Plant retires but would be

collected from current ratepayers in current dollars. This is an unreasonable proposal.

I recommend estimating the dismantlement costs in current dollars.

1-1111111 H
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Q- What are dismantlement costs?

A. Dismantlanent costs represent the expected future net costs of the future demolition of the

production units. This demolition occurs after the production units have been retired from

service."

Q.

1

2

3

4

5

6

7

8

A.

How are these dismantlement costs estimated?

'REP's dismantlement costs are estimated by an independent engineering Ema. As stated in

response to discovery:

9

1 0
1 1
1 2
13

'The "Dismantlemenl?' cost as indicated for each respective year was
obtained from the decommissioning study performed by an independent
engineering Emu, who typically issues a final report upon completion of the
engin ing study."'9

What is Schedule RMM-5?

Schedule RMM-5 is TEP's response to STF 4.02 and the December 2011 "Decommissioning

Study of TEP Generating Assets" prepared for TBP by Bums & McDonnell Engineering

COIIIPQEIJY, Inc.

Q.

14

15 Q.

16 A.

17

18

19

20

21

22

23

A.

Please explain how TEP inntlates the dismantlement costs.

I will use the Sundt Steam Production Plant as the example to explain how the estimated

dismantlement costs are initiated by TEP.

*8 Dismantlement costs are also referred to as telmlninal net salvage.
19 TOP response to STP 4.02(a), attached as Schedde RMM-5.

H



Inflation of Dismantlelnnent Costs

Sundt
Steam

Production
Plant

TOP
Inflation

Rare

T EP
Proposed
Year of
Final

Rettrezunent

TOP Inflated Future
Dismantlement

Cost

Bffemive
Rare
Year

Disrlnantlement
Cost at Effective
Rate Year Du

Capacity

- (MW)_

2011
Estimated

Dismantlement
_ Cost

D
2.00%
20096

20096

20096

B

81

81

104

120

A
Unit 1
Unit 2
Unit 3
Unit 4

G
2017

2017

2017

2017

H=C*(1+D)"(G-2011)

$16,458,565
16,458,565
20,253,625
24205 8

E
2028

2030

2032

2048

C
$14,614,734
14,614,734
17,984,639
21,493,745 4

F=c*(1+D)*(1=>z011)

$20,464,157
21,290,908
27,258,712
44,721,715

T o d $113,735,492.386 $68,707,853 . $77,376,202

$295/kW$178/kWPer kilowatt: $ / kAl l \ r
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1

2

3

Attached Schedule RMM-5 includes the estimated dismantlement costs for Sundt Steam

Production Plant.. The engineering study estimates Sundt Steam Production Plant

dismantlement costs of $68,707,853 in 2011 doI]2Lrs." The engineezitng study states:

4
5
6
7

"BMcD has prepared estimates 'm current dollars (October 1, 2011 dollars) for
the dismantlement of each of the assets, and these costs are summarized 'm
Table 1.1"21

8

9

1 0

Column F of Table 5 below shows how the Company inflates the dimnandment costs in

2011-year dollars to TOP's proposed year of Final retirement.

1 1

1 2

1 3
Tab le  5:

1 4

1 5

1 6

1 7

1 8

As Table 5 shows, for Sundt Steam Production Plant the dismantlement cost is $178 per kW

in 2011-year dollars, but the TEP Depreciation Rate Study proposes to collect $295 per kW

based on the lower value of future dollars in the years 2028 to 2048.

20 Exhibit REW-1, page77 Statement G and pages 1-2, A-1, and A-2 of Decommissioning Study provided as "STF 4.02
BandM 2011 TOP Study" inresponse to STF 4.0L attached as Schedule RMIvI-5.

21 Page 1-2 of Decommissioning Study provided as "STF 4.02 BandM 2011 TEP Study" 'm response to STF 4.02,

attached as Schedule RMM-5.

ll
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TOP's proposed $295 per kW is calculated in 2028-year to 2048-year dollars, but would be

collected from ratepayers in the more valuable 2017-year dollars. This is an unreasonable

proposal

It is reasonable to collect the estimated future dismantlement costs from current ratepayers at

current dollar levels. My recommendation is to include the dismantlement costs at the

effective rate year of 2017.22

Q.

A.

Please explain what you mean by more valuable current dollars.

Due to inflation, the 2048-yeax dollar will have a lower purchasing power than the 2017-year

dolla r.

According to the US Department of Labor's Consumer Price Index for all Urban Consumers

("CPI-U"), in the past 30 years a basket of goods and services which cost $107 in 1985, costs

$237 'm 2015.23 The basket of goods and services costs over twice as much in 2015-year

dollars as it did in 1985-year dol]ars.24 In other words, a 2015-year dollar is worth only 45¢

compared to a 1985-year do]lar.25

Q-

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4

15

1 6

17

1 8

1 9

2 0

2 1

A.

What is Schedule RMM-6?

Schedule RMM-6 is Table 24 from the CPI-U March 2016 report referenced above.

22 Page 1 of TEN's Application in this proceeding states- "Application for new rates to be effective no late: thalnjanuary
1, 2017."
pa The most recent publication of mc US Department of Labor's Bureau of Labor Statistics Consumer Price Index is
publically available atht'tp://www.b1s.gov/cpi/ #tab1es. See Schedule RMM-6.
24 $237.017 average for 2015 basket/$107.6 for 1985 basket = 2.2 times.
95 $107.6 for 1985 basket I$237.017 ==v=r2s= for 2015 basket * $1.00 = $0,454.

I II
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1 Q .

2

3 A.

4

5

6

Does the annual inflation rate of 2 percent assumed in TEP's inflation of

dismantlement costs include a change in the purchasing power of a dollar?

Yes. As a simple example using TEP's assumed 2 percent annual inflation rate, a gallon of

milk that cost $5 in 2017-year dollars would cost $5.50 in 2048-year dollaurs.26 Even if the

gallon of milk will cost $5.50 in 2048-year dollars, it is not :ight to charge someone $5.50 in

today's more valuable dollars.

7

8

9

Similarly, charging current ratepayers Mmandemmt costs calculated in 2048-year dollars but

collected 'm todays more valuable dollars is not reasonable.

10

11 Q. What is your recommendation on this issue?

12 A. I recommend calculating the estimated dismantlement costs in current dollars. TEP's

13

14

proposal collects the more valuable current dollars to pay for the inflated future estimated

dismantlement costs.

15

16

17

18

For example, I recommend collecting Sundt Steam Production Plant Msmandement costs of

$200 per kW in 2017-year dollars in 2017;27 instead of collecting TOP's proposed $295 per

kW in 2028-year to 2048~year dollars from the ratepayers in the more valuable 2017-year

19 dollars.

20

21 CONCLUSION

22 Q. What are your recommendations?

23 A. For the reasons stated above, I recommend that the Staff-proposed depreciation rates shown

24 on Schedule RmM-1 be approved for REP 'm Aldzona.

pa Assunlning 2% inflation for 31 years. $3.00 * (1 +2%)"(31) = $5.54. .
21 Page 1 of TEP's Application in this proceeding states: "Application for new rates to be effective no later than Janluazy
1, 2017."

I I I
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The Staff-proposed depreciation rates shown on Schedule RMM-1 include the following

adjustments to TEP's proposed depreciation rates:

(1) I recommend a -5 percent future net salvage percent for Distribution Plant. This -5

percent future net salvage percent is supported by the actual historic net salvage

percent which has averaged -4.4 percent over the last 25 years;

(2) I recommend a final retirement year of 2032 for Sundt Steam Units 1 and 2; North

Loop CT Units 1, 2, and 3; and Sundt CT Units 1 and 2, which is supported by the

Company's future plans for providing electric service as shown in its 2016 IP; and

(3) Irecomrnend that the estinnated dismantlement costs be set at current dollars, instead

of TEP's proposal to estimate future inflated disnnalndement costs in lower value

future dollars and, based on that inflated future cost, to collect from current

ratepayers in the more valuable current dollars.

Q- Does idzis conclude your direct testimony?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18 A. Ye s .
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'é'
2n.

nr 8
Asa?
"so

§8a§a§§
9 : 9 8  3 5m m m u 5

8388888
w s 3 % m g

Eau-1'§IInv4u
q
< 2:45£58

8°98$§§
au 4 £ ° ;  .

mama 'uTur\

8 :=~m Q

3 -
5 5 8 ;
4 8 3 :kg u

s
q
3in

E§§88§§
d a m n 588

8388358
3 33398

§°33§§8
9 93388

in 'a 3 Fl E3 9  n m  3 " ' - sm \D •  Q
Fl anin d-r~4-':.."'.»*

~.»no E.-N iup

a=§3¢§§
9 . "`i _m_q.l~¥.

av
s u m

uUin
-3,§..

w

exh
5'm 2 9  r :  2  : Iwe m m m

e an FO m  Nas N we 9 N rt anm  m  m FI m o n
9  s fN r~

wt'

52188389
Fl 98" m

§°3§88§
Q m"m' s

R'°E¥-9338°l °1"i\-s°IN 899 r:
m o m N Er  'Wm8 N UP 1-1 of Q

I q_9"q._.2H1rt UP m ea
an 12

"5
3

aQE:8 .
»'5<$§'.,_

8 in
2

g
5Ia 3939

: ' = a ~ ° a * s °°a=>=z3 4 3
v-F
8438888

9 3 " 8
8°§3§§8

m i' Ra

8  a ea o Q so N1-4 Q Fl N as
N v~

82.1 3 : IE

r ~  a a  w 7-ToIll as m m nFl e  S r  ' L
m;8 .4

4-»
I:

U-

8
8

;2 g8°g;~,g 58
4-1~a~e~ If
8 3 8 8 1°v~mmmnl 3 8

usnuln l~ en4498384
o s n m n d m v i
rt 3  g ' vv a

3°§§§3§9"d"9ii'
a°§a§§8
4 854 s

H o  l ~  N  w  1 ?
3 339853 m v~ •

U

To

°':g .
;-, 'o

8 8
' p a

E;W-
82

s
E81

§
.-rQm

m
UP
assam
~_"l°1 _ z
_gg'g " 3e m u 9 3

H F I3~m89J§n n mqn q_Jo~--Tvnmw
n m en

o  o  m g \ I
m M F l .

'=. m  " ' l ° l " lo i i ' m  m  e  6
N l ~ o i n 1'l

H

§°3§§5E
v 9 sa#8

so sa§*.§§
Fl N

\ ° m`\a

o

e.' :
8.
Eeu

' b e a
2 ' < 3 § u

8
8 8

8=2m=a3
_ ° Q Q q$839 mg

3m8898
m 8$""3

Q o m as ox Fl an
rt Sn no IN l~ N

N h ca m pp a
F l

au o m  B  B
u F( 4- m 14 "L

anvs
Ni" :6` 4

9 3 s . . "1soNso ii"-i'Fl

E tD.

3
q14
8

8358358
mum Ag,

no l~ m  8  m UP ¢m
" 1  #  3  ' Q  = ;  4 3m  W  m  a  m NN c  m  N 14N  i n an

3°§§9§§8 98993
"°83S§"
31 °L°:=*z _Q :Q 38893

qt 838-13
14 N

88
8 8

no
H
4 .mIDFld̀
an

N m e Q h N N
m m h m m N
3  " L ° .  9  _ n m  " L

N 14 m m B

3
l~  i i 'III

m in 9 m
r~g_ Q n ~==;m 1-1 H mFlH 14

§3§33§3
c  o  m  H  m  Q  oh Q l~ nm u
q E u  4 4 49 o  m  m
<9 8 8 2 9 3

m m

;  3 5 3 8 ;81 8.'!1§9'3_
m e

q
noev-4-ll~mwmom
a 8 1 n q m§ eal338:18

.Q
74s-
8
8

Gs
§8
8'8

3 8
El 88

81538

.3

888
89

93
Ge
§18
ETa.

.g.:

:
8 3
3 5

9
EE

8as
8
§
g

39
: l

<

s

8 8
-EE 358s o
818!33

53833338

.1
8 s 8 3
_i ii! ii £§2s £828..'§ J E!5

,iiflfig §§§§.E8§3838§
§33§§§3£ 3388838 33§§§8§3

3
2893888

88388§ 8

8533333

.1



4

°°;7,-

`.. 14
3 -='*~8

_a

:-In a-
m in o on S Q m

an r~ m Q m Q
°1'* m £.".. h.
N *r~i`

-ts
3

oo
'5
>L~

a. 4m

m 1-44
-':3 "~;'.:. B

N
F l
nor 8

'" 2443585§
lg 8

s
4- N  o  8  a s l'* *'I
in q-I Q 111 ID

no m I U)

9 :I- 4

"L

§§§§8§§4444-
gag; 3

iaia'~'a§a-'3§3483
m8-3- 3 ET.

Ell

a D
e! E §>2E 4- ll§ 8 -I

'U

8
g- TG 1'
a »8 QL

QB ..,.8.,_ _ _
-to So nm m

8888885
951 '
m . -

m
.-r

l` 'I ¢~ so
a :_ 358 ~° 8

858835888
Sm Fm?"

9 E Q so ;§8 Ni8 1-t
Wm 7T 5q'§§3 9 4 8
:Hg -

"l~'l'tl\

3.r-1
rt

It

8
g au
<9'..,
:Zta
2 vb

3

5519489981N Ni n qua 21
m m

3§§§8§§&3§§E3
* s ' 593 3~8g

l1'1n ¢l'll- and-4mos.:~',#g8?g__1._,
1 go, 8

r- N o -¢ r-o m 9 m -  9
_
=a

'é'
m
o.

~s» l~ c  v o8 s a E 8 Q
re w 31 9 3

m

-nm 5; 'bT'é"b33T$2~§9~.'=e.°°a*
9" ' 8

838E98E
4 4 4 4 89 s ~.¢

»-
us 1-4

9
Fl
FC

8888885588885md$§$ E~$pmw
a s I

I

II
8 E 'é 9
8 o 2 w
as \ - l l

15 u- u ID

-f~ 9:39
Fl H

8444433
8) $3 §

'- -1-4 cnoa»|.n~u-
-q_n!.\q.q.§_, In

3 3 9 8 , 3

¢-na-\
an lo
m Er

' L

3.

w es oP u:

a m mCe 8 -4 n 13 Q°1"l "'l°l"'_\-i l~ in Q N
m N
in H\

853348286588*E:"3*§3.§"E§EE*..
¢-n a-\

ID \D Fl ff § m laH UP Q
. 33.£¢

m N N 1"l
ml m

m ¢*l 3 3  51  m m-¢ 1-1 -4 m" MQQWQM
Ur FT l~» Fl
1-1 H -

_
=iz

a-FlIDIl1""'
9 9

m
: I

"-9988".Rcm ex' 4
a m14m

I f

3
he
L e al5<'i§g.._

3

91-onaaro
m nun"in '38 Q

H 3

all~u:\-umsacm mznnom938433493383§#3 Q 39; 9939 :E

E
B..

v~ N m m§3°848a1445 of m nisire Nm 3

._ 9 -
9884885

n o v o J

._ ._ _._rt rt39§m8¢84989Q w14 ii
'Sian~_

3

-388
o1-1 c: " San 8894
fer- 98""18

m m 5§333§§3§3§§3*_
I N1 .- rt r~
8 .5 Q.  '8  o

9 .4

3:
. 4
8

Vu sq "Z'a N vo .
~§

4

1:3of: TeQ
N

38
H n

u-F

o N N o M o 'am oin Q 14 in
H Hinm

8
3%

83
4
8%

E
3a°n38;
-'m <n. h

n o nFl 3 l

Ea
88 g,
2 8 8 9

E
82

2  _
§ 8

4-»
g

: L

M nGil* ~,,;,¢~

3~ 3

UP h a in ll
'4 8 is §

rt .e §888 l§§§§§ ; . ;
.,\ m a n
~8§3"i =:

za"-'az so

m 3 8 o ,Q o 8

h o u ¢ @ w
ET 8424
"8 s 3°'4

31-4 21

§a§a§a§aa5§,§§~~~ " ` I Ne `3§.8888§E¥=E998
nom

o§§333r§
:¥=°::s°,2s°

t-14-nb 9£1-7 8̀

3§888§=m§39£g
o m

in
3 §
\n Q

m
ma88

" "e5'l~l̀ t 4 m u : 6 '"1 .'8'l~ dog;

3
L..
o

c2
8
8
G

8:8
84
§§ 'gE

Ru N
8 41
W  3
8 .ah c

E E n
a sE

8 8 8 3
8; E; bi E;

48 3838

%§88388§ 883
E3
3-8

i
Es

_§3§igé
88188;

33833883

3

858. Et ii;
83885888838

§;§333§§;888§3

3 I E
8 :§ if Si?
83148 ziilii; s

é8333381 l§§;§;§

I



4

no
W
"6
ro,N N

'E
an

, 8

"`v~9hE`
3$i°3"'38 2.

%.'*§§=f
8: 8 5

§E§°. 83888
444m 4H 4 m ""' an'--»n °--° an

Z*
a

s
ac
.fs u
m |:

T, 1'41
o 'ITI- as

2:9393
-kg *Fe

8 v583,
Taz-
8 8

8'I:Q§'9
?, ~.¢

4-r

lo
B .

o  9 9s a §83

3 *e
5 E  0 9=e 5'a'
s*~»=

'§88§§"L"iL".'i
B W£i` E

u- u.
.3 Er.

as
|- an

:;§'~lz88383
3
s
E s
88 8r-<'6§l.._

m

3

9'¢§o'»8§`
a _v

4-»::_:EDS
Q..

Lo
-=r ml*l ml i i
,-7 ea m noNi '  i i  8  Q

H 1-F -.... 9
et'

8» Eo ll
1- ca

L'-1m°8'~=w 'QMm14 go m`

3

§8
--8
i s
T58

8'S
bE
8 %

8
§

Es
28==5.."'
&_§_§u
as 8
"is
"al8

~' 3 3

uc_QCD
B-

833°3496

88
33388l'3""»33Q3.,

5
8
so0D

,1.1

5

3
3

£88

52538

53388

so

3



D
o

•
¢
\1. -
I'
c

an 8o H
q qo o

i
I

Q2
sw

>-
5 "P
8=f
8 E

§§§§§§*
~. ro ~. ~. . =~9 =z
9  9  9  ° .  ? 9  Q

xaexxxaex
4945934
9 9 9 9 9 9 9

ahFl
" !
9

ah ah ah ah ah ah an 33 ah:e8a§smuz=
9 °. 9 9 °.4444

;!
!

I§?5*§§§§-'!-e3=:~.=f!~.
9 9 ° ' ? ' T ' 9 ' ?

§§§8§§§?5Q q q q q q q
9 9 0 9 9 9 4

go
n m"'!"!
'1"1'

5
q

x a e x a e a e x a e a e a e a em u > m v o ¢ n 8 n ¢ m m
F I Q Q H Q hlfll¢*l1'l
qqc>o¢.?9qQ9q> I

a
76 ̀ -T-'

ll
¥ $ § § $ § §3 3 4 4 3 4 4
n m m m m m m

ah g ah ah ah ah ah
8.3 'Fa 3 9 3 4
N N  N  v s  N  N  N

ah ah ah ah ah as ah ah ah= a s 3 m § s m m $
Fl  H Fl  H Fl  rt  Fl  H Fl  Fl

.a

. |

I
.

. \
\ \

I
.

1
I

:

\+6

x x a e x a e Se
8 9 8 5; '8 88
o  o  o  o  o  o  c

aeasxxaex
8 8 2 8 3 2 :
c>o c > o o c > ¢

EN
§
"!c

*§§§§§§§§§d d 6 d d 6 6 co ¢s d

g£8
8 o

§., Si
g a

<° ah ah me an ah ah
8  8  a n  3  a  8 8
N  m  N  m  N  N  N

an an go ah an asms@§a2s
n' n' at i i n' ~' n'

5 §
' Q  q
cm Q

ah ah
N  l ~
F l  H
d  6

ah ah

8. 3
m  m

BE
as
ml

aeaeaeaeaexsesaaeae

¢-lvcu-¢tlHrl\-4\-sv-ut-4
iI
i

l

E
l

I

8 %
x x x x x x x
e a < r o u \ n m l ~ n1 - l r 4 n H u n m ¢
6 6 6 6 6 6 6

§ ? 3 § § § § §"1Q~!"-"--m1
o  o  o  q a  c p  o  o

M"'!'!
'T"1' 8 x  x  ae  ae  x  ae x x x8993388498

9 q o q o o 9 Q 9 ¢
I
I
I

;

8%
*Lm

aeaeaeaeaeaeaem 8 m m \ \ 8
no . 4 4 4 4  |n m m m m m nn

§ § § * § § §4 9 8 9 4 4 4
X g

FlGt °.
m m

ah
8
a l

§ § § § § § § § § §<44 .==!~Q"n'w'w°!°ee-41-tau-iv-¢f4v-cvlav-4
i

Uu H
5 c D
ea L. 3 ll
E * u  :
D

3m
o
g-m
a asB- Ar
L* - 6IB

:  ZL..

9

as
go.
8

aho FT 88 5 § 5 8
Q sq V! m_ vs <2 "2o  o  o  o  o  o  o

a2aexx>eaQ.~WNNWHW8rqm_n_"-an-3 Io o o o o o o
ah ah

l~
"2 '1
o  o

ah ah

4
m en

an
1-4

~.
o

ah ah ah ah ah g ah ah ah8888333888 I
I

!

+.c__@U.l
o..

8 f § 82 E 8 ah
et ' 1  q  n_  q  q  3N m cm m m N m

§ 8 as 8 8 as ah
no *Q <4 °! 'E m_
N  N  N rt N  N  N

ah
s
d

a e a e x a e a e a e x a e a e a e

9 4 3 3 3 8 . 9 5 9
I

33 aeaexxaeaeaemohoomo oQm 444§4mmmmvmm
x as ah ah ah ah a=

3 88 3 Hz, gr gr 3
N  m  N  N  N  N  N

§ § § § * § § § § §
1 4 4 4 5 3 4 4 9 4 4H  n  n n  a  n  n  n  m  n` U

w
cu

5
~.
cm

§°.o

>
S as

&*'~ *6u  : J  z
S  8
:= <

Ag go5 5 X 8 ?5
q et q 4 g 'Z qo o o o o o o

ah x ah ah Se ah ah
3 3 3 9 3 =. qo  o  o  o  o  o  g

ah ah ah ah Se ah 8 ah8888838888

\

9
m¢>-c  :

ll 2Q. u
E -2
8 2
a 8'8 n
n. 8

§§0 3
3 |-
g  o
8 5: in
I - ' :ma.

E
u

8
_g  u

vo

3 uu _g m
o.

§ 5 83 93 5 Ag as
q "2 et n_ vs m_ q
m an N  m  m  m  m

aeaeaeaeaexaet4r4l.om<rv.nm
vzwffv-effe<t~zNNNNNNN

ahs
(TIN
"!m_
m m

x x
3 3

3Q;g.;g
9 8 8uiuri en'

aeaexxaeaexxaeaem m m e lg m h n ax m<£4-f!': .~1°9°=!¢e°=avivi-lv-luv-44-41-4n 4

-=r'E

8 8
<

- E
8 5 8 3 3 4 8

§§§§,\'95

8583388
go $8833938238

N N
m m

°~ 8M 4
,Q .2
v'l 14

as1-4
' Lg
51'
3m

3=§§§§3&8j§2§88aaaaa§
r~

E

8-'Emu
U

*ll
c
CJ

.9-

.9
a
1:
u s
m
D

ll) 44
E  E.°-  E

a

8
8

I
u:

'u
cLu
u
2
2
m

's

xi EQ
E 8° 8"
L . W e :

' E

5 " § » - I - m 5 2 cz o °- .- in o88 g n. 8° 3 W
3 E 8 m.
o

E
E

8
5888838%§I=3§3
§=§89§z

z 8
8

5 § §

§§§E= '§
§'2888 '§8=

84 8
E:
§
<

8
E  3  Q  Q  Q  3 3  8

o  r e  N  <  3  S nE FT FI Fl Fl H
m m m m m m

£8
EE _QE
88 92;
E t  v  i
898583
£ 8 5 .E
8 3 8 8 8 8 5

n 8528 38§8 88 h888s§33

U
so a

'om
3

I -  8  c. | -2  ¢o wcm m

'E
U

E

.9
U
'U
E
o.

5
o

g|- £354333333333
gIC> 1-I n s o cam¢:88§§8§§8a

I

I

I

I

I

I



b

`w ,_,

\

to
so
*_
o
\D
n m

c
o §§§§

Q=-!-!"!9999 §§§§§§§§§§§§§§
Q Q Q Q Q Q Q Q g ° Q Q Q Q

ah ah ah ah g88888888 ah
3o

ahtoii
9°

E
_g
et

3 3
§§§§
g o 25 8

aeaeaeae
3999
°?"'99

S e a n : x a e x x x x x a e x

389§g93999399§ xaeaueaeaeaue
33333338o o o o o o o d

ahm
qo

ahas
-s
q

8.§F>'.?°Ir-l<tl-av-4
Sean znasxanaeaeaneszaneatsmiwqasnusqaua a e a e a e a e a e x a e a e

93.44882
< r 3 1 9 m m 1 o u i = 5

E

§E'an
2 £88
38 a
z E?8 2 l-ai

8 8.g2-.
g a

+-

as ah ah ah

3 3 3 3
o  o  o  o

ah ah an ah

8. 8. 3 8
-4 4- vs J

a e a e a e a e a e x x a e a u e a e ah

4 sa4amsas2s§§4
° 9 w w w  4 4 ¢ v 4 ¢ 9 ° 9

a e a e a e a e a e x a e a e

33333333
o  o  c a  o  o  o  o  a

gm
"S
9

ahFl
qon

ah
Fl
q
N

ah
NIll
d

ah
re
~'

q;33§§5g§98#g4
n\n§3=r~r~\nr~l~u-dvie

x x x  a h  a h ah93394884
Q- go so an In Ia Mn an

8 H5  E c Q
p a ll
§*8==

§§§*
Q m _ q 3

$ 8  a e a e a n a e a n a e § * * §

§333§3§3§8333§ sssssss ah
so
qo

ah
H

q
9

-ab
8%
P u :

§§?§§
4 4 4  W
A Q H A

* an an * an * as an a h  *  *  *$Qh$h§ Eur~°~8§9;@a¢¢;:3§
a e a e a e a e a e a e a e x

938985389
< 1 - g m m m m o m a i

8

'uea
o
g-
a.; ea
D.u.l¢a-»°°l-uuggu.
g 3u<

ah ah ah
§8 s s
o Q o o

ah ah ah ah ah ah ah88883888
o  o  o  o  o  o  o  d

*

68
m

ah

sq
9

ahon
°.m

ah

8.c
'E_:EW
G.

ah ah ah as
N  H  m  o
vo 4 vs °e
H  Q  H rt

x x a e a n s z x x a s Sean *
a=§msmmss3ss§9
°9'?'1"T"1"¥"1"1'W'99°9

ume as . an xanax:
3;§3§§Eg§9s==8 a e a e a n a e a e a e a e x

93393882
¢ 3 w m m w m d

ah
Fl
qIa

ah
m
qN

8 83 f §
"2 "4 'W 4
PP m H ¢-l

33§538§33.8ll.~'§§8§3
n 1 - 3 3 m w d s d m m d m s d é m

aexaeaeaexaeai
4 3 3 9 3 5 8 3 9<'3lOU"l\-YTLDIIIW

ah
o
'1
m

*.|
W u

ah ah ah
s s s §
o o C o

: l x  A n a an x x ae ae Se

44 s=§s3aa9§=§5
°9':"~r"rw:"-="n*99°9

8888888
o  o  o  o  o  o  o  o

§
sq
Ill

=s
"1
9

ah
Fl
~.
o

>~ c
88E -
.s
a a'5-4

m

.2 9-\.o*d

.2 E
Ill -

o
g cin O
g 8
|- a

g
u

' C <
u

Q., *8
Se
§¢,,8'»E 0'§u:EYE

VI

'EE Q
a .

5 88 =3 ES
'q ~. 'E Q
F( m vs Ra

8 an x ah as * ah * an ah §

§23E§§3§§§§32§
a e a e x a e x a e x x
9 3 9 4 8 3 8 4
¢ 3 m m d d 6 d

§
'Inm

ahm
sqN

g
8'~=<n g"'5

<-Fl
<r m N m
Fl N Mn 3
'z of m_
|\ ca no cm

33 =; 4; =»:
N QS
Fl g F( 3
H m_

H

=°3 8"3 38° :M4§3§$3~§44§34
§m_~~m§8 298
n3E§833"§$e §49 § §

ngmsegga
~f.._~5-~_6.3as s33388388

8
,5
\DN
s
Nm

inso
q
4hm

g
-s

1:
2
§Lu
VIqt
Q

Ill
s
'i
m a.

_ *eU Um 'E u
a

8 § 3n. 13 8°
u

u' c

u'
v

C

8833333333838
E§§88=°§§§§i8
§§'388§8§883°'8
8888888888888

3c *E u
g iv 5
m o v - ¢ r ~ 4 m < » l n m l ~ u u m § _ E
> 2-

U  a

2  2
m IB 4-

2
u

2
n.
U
a

o o UD.%&Q8D.D.Q%4L. 53
c c : c

E

973 E
8325-3
"3-0 EEE 8

3 4 8 3

s* 4
a a 8 3 § 8 8 § E

g _

o 8

m 5 : o
8 .z 8'-5 g

E

E
w  g  8

'E
8u
<

.I
<

'E
2o.
E
\-
v
cv
as

g|-

2'
'5
1-
m
:a
m

8 8
8 Et
':' g r

...e
s888.
g

388.8
888

E
§5

§E88mumsa8uaasE§
2 m g m m m m m m m m m m m

d & & & N & ~ & & & & 6 N
c n c n c n c r u c n m m m m c n m m m

E 5<§f933893»2
mam§amm



1 4

m
n
4 -
o
m

0
a
n. 3

go

3 u
BEm :Lx\-o§~=E
5 8 2

E T
ll

xx
':.':.
9 9

§~.9
xaeanaeaexx
8 3 3 3 3 8 8
6 4 4 4 4 4 4

xaeaexaeaezex
3 3 3 3 5 3 3 3o  9 9 9 q 9 9 o

x x aexaex
8 9 8 8 8 8......3~=°9999'?90

ahno
q
9

§&*a.:
8885 i
g o

a

ah
is-.=
9 9

88~.
9

x x x x x xsaaisaa
o a 9 9 o q q

xaexxaexaeae
3 9 9 9 3 9 9 8°°9'~?9'~?9°

x x ah Anne ah8m§n 8=s§
o o 9 9 vs 9 9 o

§
<4
o

n

I

H a

xaeaeaexaeaex
3 8 9 3 8 3 3 3can-4n<l-n49

ahin
IfoG)u

E ?
83 ET
m

so

m 9
z

3 8
<

rs-
n .

a s
3 3o a
an ah
3 3o o

ah I
3 3
o  e

ah
3
N

ah
3
o

x
=.N

x x ae ae ae ae§8 8883
aeaeseaeaeae§99a 933o o o o o o a

§ x ae a2 x x at x
- n u> nuo u-co

Q " ! * . Q " ! Q * Qo  o  o o  o o  d o
g  x x x Se. * ah8=ssa§ss
o o Q o o o d o

ah
3o

x x aeasaeae
3 9 8 8 8 2

ah uh ah Se :Q ah§3888$8§
o N H N mN 14 o

aexaeaexxaeae
3 8 3 3 5 9 3 3C>nv4r¢<rnu-lo

8m
sqo

x x
3399

as
q

x x x x x x3938333ad¢¢d¢¢
ah x ah ah ah ah69833998o o 9 9 o 9 9 9

ueaeaeaexaeaeae
3 5 3 3 3 9 3 3 8o o o q a t - l 9 ¢ Q

xH
voo

ah ah
=2 :qo o

asanFl
:vi

ahm
"2
a

§ as 8 8 35 ah §
q 'Q 15-9 ~. 4 °!o N FlN 4- N Fl

x x x a e x a e x xoooh1\u:-4.48q"q'.n_"-!Q""'2°€ oO N H N Q N H O

gggggggg
39339833

l l

8 E n

§3§8
3 ..u.an

82 1-8
8 9.&§§_;».

E u8

nae
~.'4

ah
.88

ah PP x ah Se ah ah
3 "1 9 9, 9 91; qo c o o Q o o

aeaeaeaexamex
3 9 8 3 9 4 9 3o o o o ooo o

ah an ah ah ah§9§=94=§o o o o o o ¢ Q

ahH
of
o

ahEr
Q
o8

Cr

§8
°-9l'u

2
o .

ahmon
n'

==§§§a<§§3 1 4 4 3 4 4 >2§a=888a=83 4 9 9 ° z 4 3 w
aeaeaeaexaeaeae
3 3 7 4 3 9 9 3 3C>n1-1n<rnv-no

ah
9o

?5 §
n_ ~.o a

ah
on
F l
en'

aeaeaeaeaeaex
8 a r r a s  3 a6n'¢-i~lml¢~ivi

8 8 § 8 3 5 8 5 8
q q q ug q q qq¢n\-unsvrmno

aeaeaeaeaexaesa
8 9 8 9 9 8 8 3 3dc-i¢-in'm'r~il~id

E
8
=8
33
88
8%

l a
8

. . . .  u
2 a

9 .9 a
8 2

mGs .. =»< ro
'a 82 T;
an: <
u

N g Q
ah ahr~ l~
~. n.o o 6

35
q
N

ah ah ah be ah ah ah
3 59 9 8. 9 =. 5;o o o o c o e

aeaeaeaeaeaexx
3 9 9 9 9 9 9 3o o  o  o  oo  o  o

ah

o a o O o D o Q

x x x x x3822484

so
o
m_
o

ahN
q
o

E
_Li m

o.

x x
33

X aho m § 53 8 § as
q '1 m_ et <4 m_ Qo N H N mN 14

§§§= = = < §§> <
Q-e~fz8.5fQh3O N H N M N H O

xaexznaeaeaeae
8 8 3 9 8 4 3 8Gr-lnmn¢-so 8

8 5
E>t__ <

8 8
rt E

ea mea< 8m m1-4 Hw m
rnlm̀mmm_m.ii 14

s
~_
:
m_

g

o l~ -4 o N
w=Q#@8

'8 8 9 in
4-ilnl cl?

¢~i'uì  dl"
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5 .
m m

§=§§nss
M $ 4 4 4 4

255858

o  -~LD N
"L 33 o GO -~W 4; Q 1-1 , `

v  m
v . no m
UP N
v- `-- N

' i as m 8.
m - 3

8_

8'1'6»"6"F`
In

N m a i d
- - L".,,'2,'g

1-1 ~.,

"1
m

ES
z

N N

' c
3
_cu
3

8
.2

8
3
8

8
3
,8

- »`¢`9°R 8°§§
228 ~ ° 1 " £ N m
N UGNq~g5m~
s-1 3_-»~'Z'-QSn

so /\ N

* `N Q N Q »~»`
go *D m 8 2 8%
Lm 3 9 4 4 &

o vo soN (q Q 9
`v

g 8  o 3 9 8 3
've
QL 9.

O
fu
as
~.»

Q 43
~\-'é'

4

3 5 8 3 ;
"'L<§t4 <rllg v i d a i
"oo~"i.'2l'€i

H* ~.-

m mr\ N

8 _10
.so
L .

8
_W

o o o 9 3 o 8
m
"lM

NO
Q s21

o E`n` 3 o '8u-IQ N
N F l e tm~-
-- sf.

ow" o o c o o N
H or- u-i
" f :

o  o  o  o  o

2
: I

6 d -.F ~==F <5 4
X x $ $ x § g
5 6 8 8 4

ahN§8§§g8
W
*ft* :x LL
go _

mm_z 8
Ru o
vs E

aéae~»¢§¢§,¥?§§
'T' w"-w"7~T
x xQ Q 5 § § § §
° ° ° v ¢ d 4

'r '7"1"T'.9
aeaeaexQQQQ§§§Q O Q ¢ ? 9 6

x xq q § § §
"-,1-pm_qa=qi

.....?f?8
aeaeae
Q Q Q 8 8 8 5m°QOOQQ'd aeaeq9§.66

° C > c d d

o

8
E

8
35
2 5
_8.g
83

o  o  o
H 88 8 o
"1 "1 w
i n H  N

o  v - IN
Fl
<1-

§
n `
as

o m r\ nm
of no no o
'u "1 'Qo |\ r~
v In Hm

3
s

oN
"1
m m`r¢os

v no n
l\ N

O W Q \-|Q
N Q M

mw
°.
u-l

O  C  Q  Q  Q
§

5'E

g o
8
'383 :
w e

,E

.9
1-1
.2
5
8

'c vb
v S> ._' c  r

8 38<

of
r~
qso
UIFl

O O N Q m
so H w °'
'fl "L "1 5% 8lo H N °5 vs

8 N N m
. m H an

m e

|\
lo

of o

Q
w
cm
FT

m-§""-S'
8»°8~~~.I-I**-lnl

m -fr

m
m

N  No in
" I Qof inof o

fn

F l g o Q

2 m m 8 "'Fl m Q

o Q- l~ v
2 as Q =»

3
"Q
u
H

m" m Ru
go -r

01 N`In
o f  N  N
H ,7 1-1

In
W at m v` `
1 -  o  o  m  3H N m an
H 15 m

m

we
Qv-18, mm
F l  s

'E
ID
E

:2 o o
o
Ldm
F l

m mm<1 : °'
m
no
N  4 In 1-1

m

m 1-0
In oah Q "1 'u

<- nom o N .vs
et
v

t o o|\
qLDm
F l

In m o
m I-n_ °zo in
UP o IN H

M

H

_ \n_ q
3 m o -'3 8

cgQ

m N
N in
" I Q
In
o f  8

in

o no
m

_ __N
m UP N  o

N
' IInH

m
go Q- so5 w
o  `  "N Nv o as
H H`

1-1 Ia Q on
o f m 3

Q  " 1  H  8  9so m m` '
<- o o  §  8

~m
NH a

u
c
Lu

8
u

*8<.9
4
u
U)G)
D

9.2
e .

3 L*
o  I : Q

_u
c

3
3
Q
ucn

2
o

8
u
u

Ag <°
w u

s  s
>
o

a s
.§ 2
u D .

s 9 be
3  8 e
+8 3 2 '.v

_§ g
62 no

Ia s
>

o  g
E

m u
Erv
9 8
g o 823'
'c

~E
8 2  w

u Hz8"-:8*§=
u . :

4 8
>~
u
in

_g
68

3888 31-

~38

a-3
.Ea go? ea '3 E§§=8m=

w

8 'a
8 5

88 38
go 8'§§

g n u

1 " , , § 5 8 § 8
=Z: u 2
n -88353§E8<§g
§ E

u

Eo
9::O E

u

8
8
<

o|-

E E '
" E

38 8"'§'"

58328
8

5 8 8 8 8 8
(Y) M fr;

O Q Q

Q  3  q  o  8H N Ty) °W 9 Q Q 4
in m

8
3mq- m

4 §
.8 3
'EL 518

- 958 §5
8 353/

8s§§§§§
- I

'§ Q Q Q Q 8 8 , '§
o  g o  9 mad
z m m m 3 8 8

382388

23..
533388

Q  o
o  o o  o

o  o

r



u

o
o
5'
o
D .
3
5.*§

8
(D

8
E
2

.3oz

aexaeaexzeaex
Q Q Q Q Q Q Q Q
"-?"p"'?"-"?"{"'?'?

B€XB€XXX.._w~=aQ°=z°z<=:¢z
'v~.~.w"w~~.w'

aeaexaeaeaeaf
w w w Q w w 9
'1"T"1°'1"T"1"1'

aeaeaeae°z~.~.°z
q"q"qlq'

E
I_---_-_°aasaam=

83389228
- s o

a"n=-9a
snm.1-4

1n2|_n 1-0s b a
~¢

toom_"£m_r2m nun-4mm o~.,..,`- ans ~..

<- 1-1 w w
m o w N
~l~

»` ¢` v-` »~N  N  o f  oN l~  m so
:L 4 nm <f

-  Q
-

e

E
I

1

1

3o| -
U
a*
_>nuvi

2
3
u.

'5z
9§§§=§§=
g g g s g g g g

El 89.

»`.-..l.-..l,`.-.xornnl~mu1lnHl~4.o~u'»mn§,ffz'z°=z-1214IDNNFI mFl~f¢N o_., .̀ll¢ N.., . .

E - " - T ? ' » . 8 8 5 3 3
Q Q O W R M Q

| q " -  _ g gcar-umoo o. , . . , ` - on

9938

8
4-v
E
: I

__u
I I

u Ru
.2
8
E

o o o o Q Q o Q o o  o o o o o o o o o o o c o o o o

5
u .

88888888
" P vs_ "P '9 "P "9 "P "P

aexaeaeaeaeafq q q q q q q
~.~.~.w'~.~.~:'

§ § § §
~.~.°w'<:i

8
8 3
8
U

_g
8

T,u
's
.8

xaeaueaeaeaeai
q q q q q q q qo o o o o oo o

ah ah ah ah be ah ah
q Q Q q q q qo o o o Q o o

§ § § § § § §
4 4 4 4 4 4 4

.gna e ET X ah ah
q  Q  .qo o o o

g
5 8
g o
g o
a t

2

o o o o O o o o <- o o l~ 4- o in\"| m N N
sq '1 "-_ q
F( so Fl on

m m an
N h

l~ o o -1 N
o N m
w '24m m

Fl -4
N

o n<-v-1
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Schedule RMM-2

TUCSON ELECTRIC POWER coM1*Any's RESPONSE TO RUCO'S Fmsr SET 0Fpage 1 d 1
DATA REQUESTS REGARDING THE 2015 TEP RATE CASE

DQCKET no. E-01933A-15-0322
March 8, 2016

RUC() 1 .02

For each account, provide a specific and detailed narrative of the process employed by the Dr.

White to arrive at his recon ded service lives and net salvage rates. The response should

identify each significant and/or meaningful item of information, whether that information is the

historical data, management input or other and how such information was specifically combined

to alive at the final recommended level for each account. The response should include current

life/salvage, industry averages and recommended values.

RESPONSE:

The process employed by Dr. White to arrive at his recommended service lives and net salvage

rates is described in Exhibit REW-L Dr. White neither observed nor was informed of any

significant changes in the composition of plant categories or anticipated changes in iiiture forces

of retirement that would measurably impact hazard rates or conditional probabilities of redrement

observed in the past. Dr. White does not examine or consider industry averages in formulating his

recommendations.

RESPONDENT:

Dr.Ronald White

WITNESS:

Dr.Ronald White

a

Arizona Corporation Connnission ("Commission")
FortiSInc. ("Fortis")
Tucson Electric Power Company ("TOP" or the "Company")
UNS Energy Corporation ("UNS")

UniSource Energy Services ("UES")
UniSource EnergyDevelopment Company ("UED")
UNS Electric, Inc. ("UNSElectric")
UNS Gas, Inc.("UNS G*'8")
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Schedule RMM-3
Page 1 of3

Direct Testimony of

Dr. Ronald E. White

3

l



11

TUCSONELECTRICPOWER COMPANY'S RESPONSE TO Sdledule RMM-4
UNIFURMDATA REQUESTS _ 2015 TEP RATE CASE Page 1 °f3

DOCKET no. E-01933A-15-0322
November 13, 2015

.INTERNAL & EXTERNAL REPORTING:

UDR 1.006

Please provide a copy of the Company's most recentIntegrated Resource plans.

RESPONSE:

Please see the most recentIntegratedResourcePlan athtws://vywvg.fzp._c9m/projggg/p_lanning/.

RESPONDENT:

ViCtOI' Aguirre

wrynEss:

Michael Sheehan

Arizona CorporationCommission ("Commission")
Forti Inc. ("Fortis")
Tucson Electric Power Company ("TEP")
UNS EnergyCouipcuuion ("UNS")
UNS Energy Corporation andFortis Inc. Joint Notice of
ReorganizationSettlement Agreement approvedin Decision No. 74689
(August 12, 2014) (the "UNS-Fortis SatlemnentAglreemnentt")

UndSource Energy Services ("UES")
Un1ISource Energy Develapnuemt Company ("UED")
UNS Electric, Inc. ("UNS Electric" or the "Company")
UNS Gas, Inc. ("UNS Gas")
UNS Electric, Inc. 2014 Rate Case Settlement
Agreement approved 'm Decision No. 74689 (August
12, 2014) (the "2014 Settlement Agreement")

l IH
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FileName Bates Numbers
I ISTF 4.02 B8HdM2011 TEP Study. TEP\019499-019540

| I

STF 4.02 FC
45shu¢d°wn2038s<=¢nari01Q1supaaresuppmsch_
Confidential. TEP\019670-019674

I I

STF 4.02 Navqo Decommissioning Report 2011 Update-
Confldential. TEP\019675-019687

| I

STF 4.02 SJGS 2013 Decor Study-Compditively Sensitive
Confidential. TEP\019837-019979

w

Schedule RMM-5

T U C S O N  E L E C T R I C P O W E R  c o l v l p A n y ' s  R E S P O N S E  T O S T A F F ' S  F O U R T H  S E T Page 1 of44

O F  D A T A R E Q U E S T S  R E G A R D I N G T H E  2 0 1 5  T E P  R A T E  C A S E

DOCKET NO. E-01933A-15-0322
March 8, 2016

STF 4.02

RE: Response to STF2.02: The Excel tileprovided in response to STF 2.02 includes tabentitled
"Dismantlement". Column Y of the Excel tab includes costs fol'Steam Productionplants.

8. The costs shown indicate a different year for each plant. Please provide the source of the

cost amounts shown in Column Y of tab "Dismantlement" of the Excel tile provided in

response to STF 2.02. Please include a specific cite to where the amount shown in Column

Y is shown in the source provided

Please provide a copy of the most recent dismantlement or decommissioning study for each

Steam Production Plant shown on tab "Dismantlement" of the Excel file provided in

response to STF 2.02.

Please provide the source for the Inflation Rate shown in cell UP of tab "Dismantlement"

of the Excel 51e provided in response to STF 2.02.

RESPONSE:

ONE OF THE FILES LISTED BELOW CONTAINS COMPETTTIVELY-SENSITIVE
CONFIDENTIAL INFORM ATION T HAT W I L L BE PROVIDED T O THE
R E Q U E S T I N G  P A R T Y  P U R S U A N T  T O  T H E  T E R M S  O F  T H E  P R O T E C T I V E
AGREEMENT AND UPON AUTHORIZATION OF THIRD PARTY OF DOCUMENT TO
PROVIDE SUCH DQCUMENT.

SOME 0F THE FILES LISTED BELOW CONTAIN CONFIDENTIAL INFORMATION
AND ARE BEING PROV1DED PURSUANT TO THE TERMS OF 'THE PROTECTWE
AGREEMENT.

a. The "Dismantlement" cost as indicated for each respective year was obtained from the
decommissioning study performed by an independent engineering Hrnu, who typically
issues a Ina] report upon completion of the engineering study. The amount shown in
Column Y is shown in the table provided as follows:

Arizona CorporationCommission ("Commission")
Fom'tis Inc. ("Fortis")
Tucson Electric PowerCompany ("TBP" or the "Company")
UNS Energy Companion ("UNS")

UniSource Energy Services ("UES")
UniSouree Energy Development Company ("UE:D")
UNS Electric, Inc. ("UNS Electric")
UNS Gas, Inc. ("UNS Gas")

c.

b.

l lm H H l I I



Steam Production
Plant

Decommissioning
Study Performed

by
Year off Report
Issued I

cute of
Docommlsslonlng
Stu H clink to Decommissioning Stu Suna 1  1n

Four Comers c  .

Shaw
Environmental Inc..
a CB&I Com ny March 2015 LIS! of Tables - Table 1 •  1

STF 4.02 FC
45Shutdown2D38SGenario1 Q15UpdateSupportSch-
Confidential.

Na v a jo 1 uSo ant & Lun 10
2008 Study;2011
u ate

Page 9 of Sargent &
Lundy LLC Demolition
Estimate of Entire
Station Report

STF 4.02 Navajo Decommissioning Report2011
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b. A copy of  the decommissioning study for each Steam Production Plant can be found in the

tiles listed above response to Part a.

c . TEP takes into consideration of various sources (e.g. Bloomberg, Consumer Price Index)

when evaluating the proper inflation rate to be used. For the depreciation study purposes,

TEP elected 2% inflation rate which is a reasonable figure closely in alignment with data

based on 30-year historical expectations.
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WinnieFrenzley / Caleb Adcock

WITNESS:

Dr. Ronald E. White / Fralnk Marino
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UNS Electric, Inc. ("UNS E1e4:\Iic")
UNS Gas, Inc. ("UNS Gas")
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Decommissioning Study Executive Summary

1.0 EXECUTNE SUMMARY

1 .1

Bums & McDonnell (BMcD) was retained by Tucson Electric Power Company ('l`EP), the principle

subsidiary ofUniSou.rce Energy, to conduct a decommissioning study (Study) for six TEP fossil fuel-red

energy facilities in Arizona. The assets include natural gas, fuel oil, and old-Hred generating facilities.

The Study will be used to support future TEP filings with the Arizona Corporation Commission (ACC).

TEP authorized a previous deconnnissioming study for two of the facilities included in this Study; H..

Wilson Sundt (HWS) and Springerville Gexnielrating Station (SGS). The previous study was conducted in

2002 by Burns and Roe Enterpdses, Inc. (BRBI). Updates of the BRBI decommissioning estimates, along

with estimates for the remaining five facilities, ah provided within this report. Transmission substation

and switchyard facilities are excluded from the decommissioning estinmtes.

INT R ODUC T ION

Along with representative from TBP, BMcD visited all of the sites covered by the Study in August of

2011, The following sites were visited:

H. Wilson Strut Generating Station (HWS)

Springexville Genenting Station (SGS)

Black Mountain Generating Station (BMGS)

Valencia Power Plant (app)

DcMoss Petrie Generating Station (DPGS)

North Loop Generating Station (NLGS)

The purpose of the Study was to review the facilities and to snake a recommendation to TEP regarding the

total cost to decommission and demolish the facilities at the end of their useful lives.

For HWS and SGS, the site decommissioning costs estimated by the Study were developed by using the

BREI estimates, which were thenupdated with revised unit pricing for various decommissioning costs.

For the remaining sites, which had not undergone previous decommissioning studies, independent

estimates of quantities for the tasks required to be performed for each dismantlement effort were

developed by BMCD. Current market labor rates and unit pricing were then developed for each task, and

these rates were applied to the quantities for each plant to detensnine the total cost of decommissioning

each site.

Tucson é8cu1¢: Power .f -1 Bums & McDonnell

TEP(0322)019503
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1.2 RESULTS

BMcD has prepared estimates in current dollars (October l, 2011 dollars) for the dismantlement of each

of the assets, and diesel costs are sunurnarizled 'm Table l . l .  When TBP determines that the assets should

be retired, portions of the above- and below-grade equipment, steel structures, akron other non-ferrous

metals are assumed to have sufficient scrap value to a salvage contractor to offset a portion of the site

dismantlement costs. The Study assumes that decommissioning will occur at the end of useful life Of the

facilities and that equipment will My have value as scrap material. TEP will incur costs in the

demolition and restoration of the sites, less the scrap value of equipment, bulk Steel, and non-fenous scrap

metal.

J T able 1.1

DEC OM M ISS IONING  C OST  SUM M AR Y

Dismantlement

§ Capadtv (MW)

HWS 472

SGS 777

BMGS 90

VPP 68

DPGS 75

NLGS 95

Costs

$82,479,000

$173,166,000

$2,014,000

$1,374,000

$1,756,000

$2,592,000

Credits
($13,609,000)

($12,365,000)

($243,000)

($24l,000)

($241,000)

($450,000)

Net Project Cost

( i t (S/kW\

$68,870,000 $146/kW

$161,877,000 $208/kW

$1 ,771,000 $20/kw

$1,133,000 $17/kW

$l,5 I5-000 $20/kW

$2,142,000 $23/kW

Total 1,577 $263,381,000 ($27,149,000) $237,308,000 $150/kW

The.total project costs presented above include the costs to ream the site in a marketable or usable

condition. Included are the costs to dismantle thepower generating equipment, dismantle balance of

plant Bacilities,disposeof waste materials, and perform site restoration activities. Project indkects such

as engineering, site management, owner imiirects, etc. are also included in the cost estimates. Appendix

A contains dismantlement estimate details for each facility.

* * * 4 *

Tucson Eledrlc l5ovvef . 1-2 Burns & McDonnell
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2.0 SITE vlslTs

Site visits were conducted August ld through August 5"' of 2011. A complete list of the site visit dates is

shown in Table 2.1, Site visits consisted of a tour ofeaeh facility with plant pcirselnnel to review the

equipuneut installed at the site and, for the HWS and SGS plants, discuss changes lo the facilities that

have occurred since the last study was performed Tours were conducted by TBP employees Don Gin,

Jeff Stevena John Cannon, and Roger Seaxles, along with plant personnel at each facility. Site layout

drawings for each facility axe provided in lllppendix B.

T ab l e 2 . 1

SITE visit DATES

Site

HWS

DPGS

NLGS

VPP

SGS

BMGS

Date of Visit

August 1, 2011

August 1, 2011

August 1, 201 l

August 2, 2011

August,  201 I

August 5, 2011

* * * 4 *
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3.0 PLANT DESCRIPTIONS

3.1

HWS is located in Tucson, AZ near the intersectionof kvingtonRoad andS. Alvemon Way, on the north

side of Interstate 10. The facility consists of four Rankinecycle boilers and two combustion turbines

(CTs). The following tableprovides a summary of the units located at the plant site.

H. WILSON SUNDT GENERATING STATION

Table 3.1

HWS Summary

[ i t Fuel Tvpq Nominal Net Capacitv
1 Gas/Oil 81 MW
2 Gas/oil 81 MW
3 Gas/Oil 104 MW
4 CoaVGas 156 MW

CTI Gas/oil 25 MW
CTR Gas/Oil 25 MW

'Unit4 was converted ham gas/oil to coaVgas in 1988

In-Service Date
1958
1960
1962
1967/
1972
1972

. F

Each boiler unit consists of the primary boiler, condenser, steam turbine generator (STG), and all

supporting systems such. as circulating watersystem,cool'mg towers, coal pulverizers and bottom ash

conveyor system (Unit 4 only), water treatment, process water evaporation ponds, and other balance of

plant systems. Units 1 through 3 operate with either natural gas or fuel oil, as they were originally

designed In 1988, Unit 4 was convened toburncoal, oil, or natural gas. In 2003, the oil-firing capability

was replaced with landfill gas. Unit 4 continues to opiate using these fuels.

The facility includes a significantamountof inniiastructme to support unit opelaticns. In addition to the

systems described above, the facility also has eight groundwater wel1s,.a booster pumpfor delivering the

city water supply,masonrychimneys, store tanks for fuel and water, coal unloading and handling

equipment, and bughouseand fly ash silos for Unit 4.

In addition to the Rankine cycle boilers aHWS, there are two CTS locatedat theplant site. The CTs are

Westinghouse 251 models (W25l). The CTs are fired with either natural gas or fuel oil. Evaporative

coolers reduce the inlet air tennperatme when necessary to improve CT performance. Output from the

CTs is transmitted to the plant substation via underground bus duct.

Tucson Electric Power 3-1.  - Bums & McDunne4l
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No significant changes have occurredat the plain since the 2002 BREI decommissioning study was

completed.

3 .2

SGS is located north of Spzingewille, AZ, approximately 12 miles cast of Highway 180 on County Road

4162. The facility consists of four coal-fired boilers. For purposes of the Study, only Unit 1, Unit 2, and

the common ihcilities that support these units are considered Units 3 and are not owned by TEP, and

are therefore not included in the Study. The following table provides a summary of the two units that are

included in the Shady.

SPRING ERVILLE G ENERAT ING  ST AT ION

Table 3.2

SGS Summary

41 :
1
2

Fad Tvpe
Card
Coal

No!nin_4_l NS*Capacity
387M W
390MW

In-Service Date
1985
1990

A
Both units consist oftzngentially-Bred pulvexizzed Wei boilers. In addition to the boilers, pziiuaary

equipment includes the condensers, STGs, and all supporting systems such as circulating water system,

cooling towers, coal pulverizers, water treatment, process water evaporation ponds, and other balance of

plant systems.

The facility includes a significant amount of infinstructure to support unit opexadous. In addition to the

systems descn'bed above, the facility also has 18 groundwater wells, two raw water ponds, two make-up

ponds, a booster pump station for moving water Eom the wells to the stooge ponds, a spraydryer

absorber and bughouse for each unit, two (2)495 feet tell stacks, coal unloading and handling equipment,

and numerous administrative, maintenance, and warehouse buildings.

After completion of the BREI study in 2002, Units 3 and4 were constructed and commissioned.

However, with the exception of limited changes to the common facilities of Units 1 and 2 Asa result of

construction of Units 3 and 4, the newer units are excluded firm this Study. Therefore, no significant

changes have occurred at the plant that affect this Study since theBREI analysis was completed

Tucson Electric lower 3-2 Bums 8» McDonnell

TEP(0322)019507
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Decommissioning Study Plant Descriptions

3.3

BMGS is a 2 x General Electric (GE) LM6000 combustion turbine facility. The plant is located on Yuma

Road,soulhwest ofKingman, AZ. The following table provides a summary of The two combustion

turbines located at the site.

BLAC K  M OUNT AIN G E NE R AT ING  S T AT ION

T ab le 3 .3

BM G S  S u m m a r y

1 4
I
2

Fuel 1`VP¢
Gas
Gas

Nominal Net Capadtv
45 MW
45 M W

in-Service Date
2008
2008

The plant utilizes inlet chillers to improve output and heat rate during warm ambient conditions The

turbines include spray intercooling to improve performance and reduce emissions. Due to turbine

intercooling, the plant includes the equipment necessary to produce denoinaalized water. Cooling towers

for the inlet chillers are also necessary. Wastewater is collected and routed to an onsite evaporation pond

The plant also utilizes a small septic system.

Water is supplied to the plant via one onsite well, one offsite well, and county-supplied water. A 600 kW

diesel generator provides back-up power and black start capability. ContinuousEmission Monitoring

Systems (CEMS) are present on both turbines.

In addition Lo the plant operating equipment, the facility also includes a metal building that houses a

control room, office space,break room, and maintenance facilities. There are several other metal

buildings that house variousplan! equipment suchas the chillers, water treatment equipment,air

compressors,motor control centers (MCCs), controlmodules, switchgear, ire pump, etc.

3_4 VALENCIA POWER PLANT

The VPP facility consists of four combustion turbines and their associated equipment. Three of the units

are Hitachi Frame 5 turbines, and.Unit4 is a GE LM2500. The play is located in an area primarily

consisting ofcommereial and retail business in Nogales, AZ. The following table provides a summary of

the combustion hrrbine units located at the plant site.

Tucson Electric power 3-3 Bums & McDonnell

TEP(0@22)019508
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Table 3.4

VPP Summary
I

'Mt
1
2
3
4

Fuel Tvpe
Gas/Oil
Gas/Oil
Gas/Oil
Gas/oil

Nominal Net Capadtv
16 MW
l 6 M w
16 MW
20 MW

In-Service Date
1989
1989
1989
2006

All fourunitsare dual iii el, meaningthey can bum naturalgas or fuel oil. The Frame5 units have

foggingequips t installed for power augmentationwhenambienttemperatures are high. The LM2500

includes an evaporative cooler) TheFrame5 unitsare tied together via a reactorthat is then connected to

a generator step up transformer (GSU)in the switchyard. The LM2500 has a separate GSU. CEMS

equipment is installed on all four units, and the LM2500 has water injectionto reduce nitrous oxide

(NO,,)emissions andincrease performance.

i iI

x

Balance of plant equipment at the site includes two air compressors, a starring motor for the LM2500, a

550 kW diesel generator that provides black start capability, and various tanks and sumps. A large

building provides ot'Ece space and maintenance facilities.

Water is supplied to the plant via a city-supplied connection. A separate city connect-tion is utilized for

Ere suppression. Due to potential contamination from previous site uses, there are 25 monitoring wells

onsitethat range from 100 feet to 300 feet in depth.

3.5

DPGS consists of a single GE 'TFA combustionturbine unit. The plant is located in Tucson, AZ, directly

east of Imcmstate 10on North FlowingWells Road. The unit al DPGS is described in the following table.

DEMOSS PETRIE GENERATING STATION

Table 3.5

DPGS Summary

14:
1

Fuel Tvpe
Gas

Nominal NetCapacity
75 MW

In-Service Date
2001

The SEA combustion turbine atDPGS is fired with natural gas only. However, thereis a fuel oil tank

presentthat was used forunits Thai were originally at the site but wereremovedprior to installation ofthe

combustion turbine.

Tucson Electric Power 3-4 Bums & McDonnell
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In addition to the combustion beWt, other plant equipment includes a starting motor, gas metering

and regulation station, water tank, water wash skid, lube oil skid, reverse osmosis water treatment

building, CEMS building, air compressor slid, and a :maintenance building. The plant has two onsite

wells for water supply and a water tower for Moraga.

3.6

The NLGS consists of four combustion turbines and their associated equipment. Three of the units are

W251 models, and the remaining lit is a GE LM2500. The plant is located in Marina, AZ, just east of

Interstate 10 on Case Grande HighWay. The following table provides a summary of the combustion

turbine units located at the plant site.

NORTH LOOP GENERATING STATION

Table 3.6

NLGS Summary

44:
I
2
3
4

Fuel Tvpe
Gas/Oil
Gas/Oil
Gas/Oil

Gas

Nominal Net Capadtv
25 M W
25 MW
25 M W
20 MW

In-Service Date
1912
1972
1972
2001

The W 25l turbines are dual fuel capable and have evaporative coolers. These turb'mes are essentially

identical to the units installed at HW S. The LM2500 turbine has an evaporative cooler, as well as water

injection for decreased NOt emissions and increased performance. CEMS equipment is instal led on the

L M 2 5 0 0 .  Al l four units are interconnected with a common GSU.

Balance of plant equipment at the site includes reverse osmosis water treatment for the LM2500 water

ugectmn as well as use 'm the evapomive coolers when blended with well water, switchgear, water

separator for the natural gas, fuel oil storage tank and pipeline, and diesel starting motors. The site also

includes a small office/guard shack, brick enclosure around the GSU, several skids for the LM2500, and a

small septic system.

* A n a *

Tucson Electric Power 3-5 Bums a McDonnell
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4.0 DECOMMISSIONING cosTs

BMcD prepared decommissioning estimates for the TEP-owned generating assets described in this Study.

When TEP determines that the assets should be retired, the above grade equipment, steel structures, some

below grade materials, and other non-ferrous metals are assumed to have sufficient scrap value to a

salvage contractor to offset a portion of the site dismantlement costs. The Study assumes that

decommissioning will occur at the end of useful life of the facilities and equipment Will only have value

as scrap material. TEP will incur costs in the demolition and restoration of the sites less the scrap value

of equipment, bulk steel, and non-fexrous scrap metal.

The decommissioningestimates include the cost to rectum the site toa marketable or useable condition.

The estimates include the costs to dismantle all of the assets owned by TEP at each site, iNcluding power

generating equipment and balanceof plant facilities. Site restoration is also included Transmission

substationand switchyard facilities are excluded from the decommissioning estimates.

z

TEP authorized a previous decommissioning study for two of the facilities included in this Study; HWS

and SGS. The BREI-cqmdmcted study was completed in 2002. For these two facilities, BMcD relied

upon the estimated quantities for bulk materials developed by BRED. The unit pricing associated with

dismantling and disposing of these materials has been updated by Burns & McDonnell. Likewise, scrap

values have been updated to reflect current market conditions. For the remaining facilities, BMcD has

developed bulk quantity estimates based on review of the sites and BMcD's and/or manufacturers' in-

house data for plant equipment quantities This resulted in a full estimate of quantities for the tasks

required tobe pafbrnued for each dismantlement effort. Current market labor rates and unit pricing were

them developed for each task, and these rates were applied to the quantities for each plant to determine the

total cost of decommissioning for each site.

For purposes of this study, BMcD has assumed that each site will be demolished as a single project,

allowing the most cost effective demolition methods to be utilized. A sunurmary of several of the means

and methods that could be employed is sunumarizted in the following paragraphs;however,means Md

methods will not be dictated to the contractor by TBP or BMcD. It will be the conlractur's responsibility

to determine meansand methods that result insafelydismantling the facilities at the lowest possible cost.

Asbestos remediation would take place prior to commencement of any other demolition activities and is

not `mcludcd in the scope of this decommissioning analysis. Abatement would need to be performed in

Tucson Electric Power 4-1 Bums s. McDonnell

TEP(0322)019511
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compliance withall stale and federal regulations, including, but not limited to requirements for sealing off

work areas and negative pressure throughout the remnvd process. Final clearances and

approvals would need tobcachieyed prior to performing tilLlrtllier demolitionactivities.

High grade assets would then be removed from the site, to the extent possible. This would include items

such as transformers, tirainsfonner coils, circuit brealrers, electrical wire, condenser plates and tubes, and

hater tubes. High grade assets include precious alloys such as copper, aluminum-brass tubes, titanium

tubes, inconel, and other high value metals occurring in plant systems. High grade asset removal would

occur up-tront 'm the schedule, to reduce the potential for vandalism, to increase cash flow, and for

separation ofrecyelable materials, in order to increase scrap recovery. Methods of removal vary with the

location and nature of the asset. Small transformers, small equipment, and wire would likely be removed

and shipped as-is for processing at a scrap yard. Large transformers, combustion turbities, steam turbines,

and condensers would likely require some on-site disassembly prior to being shipped to a scrap yard.

Construction andDemolition (C&D) waste includes items suchas non-asbestos insulation, roofing, wood,

drywall, plastics, and other non-melallic materials. C&:D waste would typically be segregated from scrap

and concrete to avoid cross-contaminating of waste streams or recycle streams. C&lD demolitioncrews

would remove these materials with equipment such as excavators equipped with material handling

attachments,skid steers, etc. This material would be consolidated and loaded into bulk containers for

di5pQ5a[_

In general, boilers could be felled and dismantled by cutting them into manageable sized pieces on the

ground. First, thestructures around the boilers would need tobe removed using excavators equipped with

shears and grapples. Stirs, grating, elevators, and other high structures would be removed using an "ultra

high reach" excavator, equipped with shears. Following removed of these structures, the boilers would

then be dismantled us'mg equipment such as excavators equipped with shells and grapples and the scrap

metal would be loaded onto trailers for recycling.

Alter the surrounding structures and ductwork have been removed, the stacks would be imploded, using

controlled blasts. Following implosion, the stack liners and concrete would be reduced in size to allow

for handling and removal.

Balance of plant structuresand foundations would likely be demolished usingexcavators equipped with

hydraulic shears,hydraulic grapples, and impactbreakers, along with workers utilizing openDame cutting

Tucson Electric Power 4-2 Bums & McDonnell
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torches. Steel components would be separated, reduced in size, and loaded onto trailers for recycling.

Concrete would be broken into manageable sized pieces and stockpiled for crushingon-site. Concrete

pieces would ultimately be loaded in a hopper and fed through a crusher to be sind for on-site disposal, if

suitable. Remainingmaterial would be disposed fin off-site landfills.

4.1 GENERAl\L DECOMMISSIONING ASSUMPTIONS FOR ALL SITES

The following assumptions were made as the basis for all the cost estimates:

1.

2.

3 .

4 .

5.

I
1
I
I
I

I

I

6.

7.

The estimates axe inclusive of all com necessary to properly dismantle all sites to a' marketable or

usable condition .

All facilities and udts within each station will be decommissioned to zero generating Output.

Existing utilities will remain 'm place for use by the contractor for the duration of the demolition

activities.

All work will take place in the .most cost efficient method.

Labor costs are based on a regular40 hour workweek without overtime.

It is assumed that plants with multiple units will be dismantled at one time. If retirement dates

vary for multiple units at a single site, decommissioning activities will take place once the last

unit has been retired.

All demolition and abatement activities will be performed in compliance with all federal, state

and local requirements and regulations.

TEP will remove a.ll coal, Excl oil, vehicle fuel, limestone/lime, and chemicals prior to

commencement of dernolidon activities.

8. TBP will remove all rolling stock (rail cars, vehicles, cranes, forklift trucks, etc.) and temporary

vehicle fuel tanks prior to commencement of demolition activities.

9. TEP will remove any spare parts, tools, inventory, or equipment in the buildings prior to

commencement of demolition activities.

10. Hazardous material albatcmcnt is included for known materials. Specific exceptions are discussed

in the site specific assumptions.

ll. There arc no polychlorinated biphenyls (PCBs) at any of the sites.

12. Demolition will include the removal of dl stnlctwres, equipment, boilers, tanks, conveying and

ancillary buildings, and any other associated equipment and facilities to four feet below grade for

foundations and slabs. All structures below four feet will be abandoned in-place unless deemed

hazardous by TEP or otherwise stated in the assumptions as being demolished.

Tucson Electric Power 4-a Bums & llicDonnel\
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13. Circulating water system pipes will be capped, have the tops broken out, and backfilled with on-

site soil.

14. All other underground piping below four feet will be abandoned in place by capping each end

with concrete.

15. Foundations and piles below four feet will be abandoned in place.

16. Storm sewers, catch basins and ducts will be collapsed to four feet below grade where possible,

filled and sealed on the upstream side. Horizontal runs will be abandoned in place atleebeing

closed.

17. With the exception of soil replacement for ponds, the cost estimates assume that site materials

balance without any import or export of till material.

18, All ponds will be drained by evaporation methods.

19. Step up transformers, auxiliary trarrsfonners, and spare transformers are included for demolition

and scrap in all estimates. TEP will remove and dispose of transformer oil poor to

commencement of demolition activities.

20. Transmission switchyard and substations within the property limits of the plant are not part of

the demolition scope. The generator step-up transformers ad generator lead lines to the

switcbyards will be removed. Remaining switchyard equipment is assumed tobepart of the

transmission system assets and will remain in-place following detutiolition activities.

21. Remediation work activities include collecting, draining, and disposing of residud oils from

tanks.
.

22. Costs are included to clean out all fuel oil tanks. Costs have also been included tOrernove one

foot of soil directly below each of the fuel oil tanks to account for the potential for this soil to be

contaminated during normal operations.

23. Soil testing and any other on-site testing has not been conducted for this study.

24. No environmental costs have been included to address site clean-up of contaminated soils,

hazardous materials, or other conditions present on~site having a negative environmental itrnpact,

other than those specifically listed in these assumptions. No allowances are included for

unforeseen environmental remediation activities.

25. Site areas will be graded to achieve suitable site drainage to natural drainage patters, but grading

wil.l be to the extent possible.

26. For purposes of this study, it is assumed that none of the equipment will have a salvage value in

excess of the scrap value of the materials in the equipment at the time of the decommissioning

study. The decommissioning cost estimates are based on the end of useful life of each facility .
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3
U

All eqtUpment, steel, copper, andothermetals will be sold as scrap. Credits for salvage value are

based on scrap value alone. Resale ofequipmemt and materials is not included.

27. Major equipment and so-uctmal steel is included for scrap value. All other demolished materials

are considered debris.

28. Scrap values were determinedusing the American Metals Market report for September of 20] I,

based on costs for the Study area.

29. Scrap value of steel is included at $250 per ton, less hauling costs from the site.

30. Scrap value of copper is included at $3,000 per ton, less hauling costs from the site.

31. Scrap value of 304 stainless steel is $1,600 per ton, less hauling costs torn the site.

32. Engineering costs include preparing detailed work plans, obtaining site permits, respiratory

protection, hazardous communication, Occupational Safety and Health Adnniuistration (OSHA)

engineering survey, detailed schedule, and site specific health and safety plans.

33. Valuation and sale of land and all replacement generation costs are excluded Bam this scope.

34. Contingency of20% has been included in the estimate and is provided as a separate item

35. Pricing for all estimates is based on October 1, 2011 dollars.

36. The scope of the costs included in this Study is limited to the decommissioning activities that will

occur at the end of useful life of the facilities. Additional on-going costs may be required,

including, but not limited to groundwater monitoring and/or other environmental monitoring

activities. These costs are excluded Eom the cost estimates provided in this Study.

4.2

The previous section provided the general decommissioning assumptions thatwere usedfor all sites in the

Study. The following sections provide specific assumptionsand/or dzllriiications to the general

assumptions for each plant.

SITE SPECIFIC DECOMMISSIONING ASSUMPTIONS

4.2 .1 H . WILSON SUNDT GENERATING STATION

The following assumptions were made specific to HWS'

1. Bulk material quantities were provided by the 2002 BRBI study. These quantities were adjusted

slightly to account for materials that are man: Allan four feet below grade and will be left in place.

The 2002 BRE! study did not include the two (2) W25l combustion turbittes located at the site.

The turbines are included in this Study.

l l

Tucson Electric Power 4-5 Bums 8» McDonnell
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2. BMcD developed independent unit costs for dismantling, scrapping, and disposing of bulk

materials. These unit costs were applied to the adjusted BREI sandy quantities to arrive at the

dcconzmissioning cost estimate.

3. The 2002 BREI study did not include costs for pond clostnes, closure of the coal pile area,

cleanup of the fuel oil think areas (soil disposal), and other environrnentd considerations. These

items ale included in this Study.

4. There is noasbestos abatement cost included in the estimate. However, some asbestos is

anticipated to be encountered. An asbestos survey is necessary in order to quantity the removal

and disposal costs.

5. Piles and other subsurface materials that are more than four feet below the surface will remain in

place.

6. A mercury survey was not available for review. Standard Iernoval and disposal costs were

included.

7. There is no known lead-based paint at the plant. However, testing during demolition is

recommended for confirmation.

8. The p18nt has 13 Cesium l3'I devices for hoppers and chutes. Costs for removing and disposing

of these devices are included

9. Demolition activities for the coed pile area and fuel tank area include removing and disposing of

12 inches of soil, replacing that soil, grading, adding topsoil, fine grading, and hydrosceding.

10. Demoli tion activi ties of the evaporation ponds include grading of the berms and pond area,

adding topsoil, Elie grading, and hydroseeding.

l l . Demoli tion activi ties for the process wastewater ponds include rough grading, installation of a 40

mil high density polyethylene (HDPE) l iner, genet drainage layer, 12 inches of soil and 6

inches of topsoil, fine grading, and hydroseeding.

4 . 2 . 2 s  P  R I N G E R V I L L E  G E N E R A T I N G  S  T A T I O N

The following assumptions were made specific to SGS:

1. Units 3 and 4 are excluded firm the decommissioning estimate. Decommissioning costs are

provided for Units I and 2 only, as well as common facil ities that support the plant. TEP owns or

leases all of the common facilities, including the coal handling facilities. TEP is May responsible

for all costs associated with the common and tinsel handling assets.

2. The two well Held storage ponds be shared evenly between dl units at the site. TEP's retirement

obligation for these ponds is 50% of the total decommissioning cost.

Tucson Ele81:Ic Power 4-5 Bums & McDonnell
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Bulk material  quanti ties were provided by the 2002 BRE] s tudy. These quantities were adjusted

slightly to account for materials that are more than four feet below grade and wil l  be left in place.

4 . BMcD developed independent unit costs for dismantl ing, scrapping, and disposingof  bu l k

materials. Thlese unit costs were applied to the adjusted BRE! study quantities to arrive at the

3.
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4.2.3 BLACK MOUNTAIN GENERATING STATION

The following assumptionwwelwe made specificto BMGS'

1. The plant has no mown lead-based paint.

2. The plant has no mercury-contain'mg devices.
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3. Weights for the LM6000 combustion turbines and their major components were obtained from

equipment manufacturer datasheets.

4. Weights of various metals contained within major transformers were obtained firm the

tzansfonner uanueplate or from manufacturer datasheets.

5. Demolition activities of the wastewater pond include grading of the banns and pond area, adding

topsoil, fine grading, and hydroseeding.

VALENCIA POWER PLANT

The following assumptions ware made specific to VPP:

4.2.4

The plant has no known lead-based paint.

A mercury survey was not available for review. Standard removal anddisposal costs were

included

3. The existing groundwater monitoring wells will remain in place following plant

decommissioning. .

4. Denuolftion activities for the filet bankarea include removing and disposing of 12 inches of soil,

replacing that soil, grading, adding topsoil, fine grading, and hydroseeding.

5. W eights for theLM2500 and Hitachi Frame 5 combustion turbines and their major components

were obtained from equipment manufacturer datasheets.

6. Weights of various metals contained within major transformers were obtained from the

transformer nameplate or from manufacturer datasheets.

1.

2 .

4 . 2 . 5 DEMO S s  PET RIE  G ENERAT ING  ST AT IO N

The following assnnunqmtions were made spcciic to DPGS :

1.

2 .

The plant has no known lead-based paint.

A mercury survey was not available for review. Standard removal and disposal costs were

included.

The fuel oil tank, which is currently not inuse, wit] be removed during decommissioning.

Demolition activities for the fuel tank area include removing and disposing of 12 inches of soil,

replacing that soil, grading, adding topsoil, line grading, and hydroseeding.

5. Weights for the GE 7EA combustion turbine and its major components were obtained from

equipment manufacturer datasheets.

3.

4.

TucsonElectric Power 4-8 Bums & McDonnell
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6. Weights of various morals contained within major transformers were obtained from the

transformer nameplate or from manufacturer datasheets.

4 .2 .8 NO RT H LO O P G ENERAT ING  ST AT IO N

The following assumptions wen: made specific to NLGS :

1.

2.

The plant has no known lead-based paint.

A mercury survey was not available for review. Standard removal and disposal costs were

included.

3. The fuel oil tank, which is north of the summation that will remain followlmg plant retirement, will

be removed d1i1.i11s decommissioning.

4. Demolition activities for the fuel tank area include removing and disposing of 12 inches of soil,

replacing that soil, grading, adding topsoil, fine grading, and hydroseeding.

5. Weights for the LM2500 and W25l combustion turbines and their major components were

obtained from equipment manufacturer datasheets.

6. Weights of various metals contained within magior transformers were obtained from the

transformer nameplate or from manufiaeturer datasheets.

*  *  *  * as
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5.0 LIMITATIONS

In preparation of this dismantlement cost study, BMcD bas relied upon infonnatiou provided by TEP.

BMcD acknowledges than it has requested the information from TEP that it deemed necessary to complete

this study. While we have no reason to believe that the informationprovided to us, and upon which we

have relied, is inaccurate or incomplete inany material rescan, we have not independently verified such

'information and cannot guaranteeits accuracy or completeness.

Engineer's estimates and projections of demolition costs are based on Engineer's experience,

qualifications and judgment. Since Eugine has no oonrrol ova weather, cost and availability of labor,

material and equipment, labor productivity, comstrucdon contractors' procedures and methods, and other

factors, Engineer docs not guarantee the accuracy of its estimates and projections.

Engineer's estimates do not include allowances for unforeseen environmental liabilities associated with

unexpected environmental contamination due to events not conddaed part of normal operations, such as

libel tank ruptures, oil spills, etc. Estimates also do not include allowances for envimnmcntal remediation

associated with changes in classification of hazardous

* * * * *
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Year J a n . Fob. Mar. Apr. may June JW Aug. 59p- Of. Nov. Dec.

9.8
10.0

1o.1
10.4
11.1
14.0
15.5

19.3
19.0
1s.9
16.8
17.3

17.3
17.9
17.5
17.3
17.1

11.1
15.9
14.3
12.9
13.2

1a.s
1 3 8
14.1
14.2
14.0

13.9
14.1
15.7
16.9
17.4

11_8
1 8 2
21.5
23.7
24.o

2 3 5
25.4
2e.s
2s.e
26.9

26.7
28.8
27.8
28.5
29.9

29.3
29.8
so.o
30.4
30.9

31.2
31.5
32.9
34.1
35.6.

9.8
9.9

10.0
10.4
12.0
14.1
16.2

19.5
18.4
16.9
18./B
172

17.2
17.9
11.4
17.1
11.1

11.0
15.7
14.1
12.7
13.3

13.7
13.8
14.1
14.1
13.9

14.0
14.1
15.8
16.0
11.4

17.8
18.1
21.5
23.5
za.a

23.5
25.7
26.3
26.5
26.9

25.7
26.8
21.1
28.8
28.9

29.4
29.a
to. 1
30.4
30.8

31.2
32.0
32.9
34.2
35.8

9.8
9.9

9.9
10.5
12.0
14.0
16.4

19.7
18.3
15.7
18.8
17.1

17.3
17.a
17.3
17.1
17.0

18.9
15.6
14.0
12.5
13.3

13.7
13.7
14.2
14.1
13.9

14.0 .
14.2
16.0
17.2
11.4

17.8
1 a.a
21.9
23.4
23.8

2a.e
25.8
26.3
2s.e
26.9

28.7
28.8
2T.8
28.8
28.9

29.4
zo.a
30. 1
30.5
30.9

a1.s
32.1
33.0
34.3
38.1

9.8
9.8

10.0
10.6
12.6
14.2
16.7

2o.a
18.1
18.7
16.9
17.0

11.2
17.9
17.3
11.1
16.9

17.0
15.5
13.9
12.6
13.3

13.8
13.7
14.3
14.2
13.8

14.0
14.3
18.1
11.4
17.5

17.8
18.4
21 .9
23.8
238

23.8
25.8
25.4
28.8
26.8

28.7
26.9
27.9
28.9
2s.0

29.5
29.8
30.2
30.5
30.9

31 .4
32.3
33.1
34.4
36.3

9.7
9.9

10.1
10.1
17.a
14.5
16.9

20.5
11.1
16.7
16.9
17.0

11.3
17.8
11.4
11.2
17.0

18.9
15.3
13.7
12.5
13.3

13.8
13.1
14.4
14.1
1a.a

14.0
14.4
1e.a
17.5
11.5

17.9
18.5
21 .9
23.9
23.8

23.7
25.9
2B.4
25.7
28.9

26.7
21.0
28.0
28.9
29.0

29.5
29.8
3 0 1
30.5
30.9

31 .4
32.3
33.2
345
38.4

9.5
9.9

10.1
10.8
13.0
14.1
16.9

20.9
11.e
15.7
1T.0
11.0

17.5
11.1
17.8
11.1
11.1

16.8
15.1
1a.s
12.7
13.4

13.7
1s.s
14.4
14.1
13.8

14.1
14.1
15.3
17.5
11.a

18.1
1a.1
zz.o
24.1
23.9

238
25.9
26.5
28.8
268

26.7
27.2
pa. 1
28.9
29.1

29.5
2g_8
302
30.6
31 .0

31.8
32.4
aa.s
34.7
36.8

9.9
10.0

10.1
1o.a
12.8
15.1
11.4

20.8
17.7
1s.a
11.2
17.1

17.7
11.5
17.3
11.1
17.3

1e.e
15.1
13.5
13.1
1a.4

13.7
1s.e
14.5
14.1
138

14.0
14.1
15.4
11.4
11.1

1s.1
1 9 8
22.2
24.4
23.1

24.1
25.9
26.7
268
28.9

2e.a
21.4
28.3
zs.0
29.2

29.6
30.0
39.3
30.7
31.1

31 .6
a2.s
33.4
34.9
38.8

8.9
10.2

10.1
10.9
1a.o
15.4
11.1

20.3
11.7
16.8
11.1
11.0

11.1
11.4
11.2
11.1
17.3

16.5
15.1
1a.5
13.2
13.4

13.7
14.0
14.5
14.1
13.8

14.0
14.9
16.5
17.3
11.1

18.1
20.2
22.5
245
23.8

24.3
8 . 9
28.1
2a.a
25.9

26.8
27.3
28.3
28.9
29.2

29.e
29.8
30 .3
30.7
31 .o

31 .6
32.7
33.5
35.0
37.0

10.0
10.2

1o.1
11.1
13.3
15.1
17.8

20.0
17.5
10.5
17.2
11.1

17.7
11.5
17.3
17.3
17.3

16.6
15.0
13.4
13.2
13.6

13.7
14.0
14.s
14.1
14.1

14.0
15.1
10.5
11.4
11.1

18.1
20.4
23.0
24.5
23.9

24.4
2e.1
26.7
zs.a
25.8

2e.9
21.4
28.3
288
29.3

29.6
30.0
30.4
30.7
31.1

al .e
32.7
33.6
35.1
37.1

10.0
10.1

10.2
11.3
13.5
15.0
18.1

19.9
17.5
15.7
17.3
17.2

17.7
17.6
17.4
17.2
17.3

15.5
14.9
13.3
132
13.5

13.7
14.0
14.0
14.0
14.0

14.0
15.3
1e.7
17.4
17.7

18.1
20.8
23.0
24.4
23.7

24.6
26.2
26.7
27.0.
2e.a

28.8
27.5
28.3
28.9
29.4

29.8
30.0
30.4
308
31.1

31.7
52.9
33.7
35.3
37.3

10.1
10.2

10.3
115
13.5
163
18.5

19.8
11.4
16.8
17.3
17.2

1 a.0
11.1
11.a
17.2
17_3

16.4
14.1
13.2.
13.2
13.5

1a.e
14.0
14.5
14.0
14.0

14.0
15.4
16.8
11.4
11.1

1 B.1
21.3
23.1
24.2
23.8

24.1
26.4
26.7
26.9
2e.a

28.9
21.5
2B.4
29.0
29.4

29.8
30.0
30.4
30.5
31.2

31 .7
32.9
33.8
35.4
a1.s

*Q

Schedule RMM-6
Page2 of 5

Table 24. Historical Consumer Prue Index for All Ultan Consumers (CPI-U): U. s. city average. all items

(1982-84=100, unless aenalwiée ruled)

1913
1914 10.0

10.1

1915
1916
1911
1918
1919

10.3
11.6
13.7
18.5
18.9

1920
1921
1922
1923
1924

19.4
17.3
1e.9
173
17.3

1825
was
1927
1928
1929

17.9
11.1
17.3
11.1
17.2

1930
1931
1832
w as
1aa4

1B.1
t4.5
13.1
13.2
13.4

1935
1sas
1937
1988
1999

13.8
14.0
14.4
14.0
14.0

1940
1941
1942
1s4s
1944

14.1
15.5
16.8
17.4
17.8

1945
1846
1947
1948
1948

182
215
2a.4
24.1
23.5

1950
.1951
1952
1953
1954

25.0
26.5
28.7
2e.9
26.7

1655
1956
1957
1968
1959

26.8
27.8
28.4
288
29.4

1se0
1951
1962
1963
1ae4

29.8
30.0
30.4
30.8
311

1965
1866
1957
1:-:sa
1969

31.8
328
33.9
35.5
37.7

See foulndes at end of MW.
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Year

Seunlannud
auenages Annual

avg.

Peweedance
fromprevious

Dec.
Annual

avg.
1st
half

2nd
half

9.9
10.0

10.1
10.9
12.B
15.1
17.3

20.0
17.9
15.8
11.1
17.1

17.5
11.1
17.4
17.1
11.1

16.7
15.2
13.7
13.0
13.4

1a.1
13.9
14.4
14.1
13.9

14.0
14.1
16.3
17.3
17.5

1a.0
19_5
22.3
24.1
23.8

24.1
26.0
25.5
25.7
28.9

26.8
27.2
28.1
28.9
29. 1

29.8
29.9
30.2
30.5
31 .o

31.5
32.4
33.4
a4.a
35.7

1.0

2.0
12.5
18.1
20.4
14.5

2.8
-10.8
-2.a
2.4
.u

35
1.1

-2.3
-1.2

.B

-s.4
-9.3

-10.3
.B

1.5

a.o
1.4
2.9
-z.a

.D

.1
9.9
9.0
a.o
2.3

2.2
1a.1
a.a
an
-2.1

5.9
a.o
.s
.7
-.7

.4
3.0
28
1.a
1.1

1.4
.1

1.3
1.6
1.0

1.9
3_5
3.0
4.1
6.2

A

Sd\€dUI8 RMM-e
Page a of 5

Table 24. Historical Consumer Price Index for All Urban
Consumers (CPW): U. s. city average, all
Clams-Contlnued

(1sa2-e4=1w, unless nlheiwiss named)

1913
1914 1.6

1915
1918
1917
1918
1919

1.0
7.9

11.4
18.0
14.e

1920
1921
m u
1923
1924

15.6
-10.5
-5.1
1.8

_g

1925
1926
1927
192s
1929

2.3
1. 1
-1 .1
-1 .7

.0

1980
1931
1932
1933
1ea4

- 2 .3

-9 .0

-9 .9

-5,1

3_1

1935-
1936
1931
1saa
1939

2.2
1 .s
3.5

-2. 1
-1.4

1940
1941
1942
1943
1944

.1
5.0

10.9
6.1
1.1

1945
1945
1947
1948
1949

2.3
8.3

14.4
8. 1
-1.2

basso
1951
1952
1953
1864

1.3
78
1.9
_8
.7

1955
1958
1957
Lesa
1859

-.4
1 .5
3.3
z.a
.1

1960
1981
19112
1963
1964

1.1
1.0
1.0
1.3
1.3

1985
1865
1987
1eea
1ae9

1.e
2.9
3.1
4.2
5.5

see foulnotes oz eau ohaule.

69 CPI Delalled Report-March 2016

l



Yea' Jan. Feb. Mar. Apr, May June Jvlv Au9- Sep. Oni. Nov. Dec.

37.8
se.a
41.1
42.8
46.8

52. 1
55.6
58.5
62.5
68.3

11.8
87.0
94.3
97.8

101.9

1os.s
1oo.e
111.2
115.1
121.1

121.4
1a4.e
138.1
142.e
14-6.2

1a0.a
154.4
159.1
181 .e
164.3

1sa.a
175.1
111.1
1s1.1
185.2

190.7
198.3
202.416
211.080
211.143

218.687
220.223
225.665
230.280
233.916

233.707
235.915

38.0
39.9
41.3
42.9
47.2

52.5
55.8
59.1
62.9
69.1

78.9
87.9

. 94.5
97.9

102.4

106.0
109.3
111.6
116.0
121.6

128.0
134.8
138.6
143.1
146.7

150.9
154.9
1s9.s
161.9
154.5

169.8
175.8
177.8
183.1
188.2

191.5
19B.7
203.489
211 .693
2111 as

216.741
221 .309
227.663
232.168
234.781

2a4.1u
237.111

3 8 1
4o.o
41.4
43.3
47.8

62.7
55.9
59.5
ea.4
69.8

80.1
88.5
94.5
97.9

102.5

108.4
1B8.8
112.1
115.5
122.3

12B.7
135.0
139.3
143.6
147.2

151.4
155.7
150.0
162.2
155.0

111.2
176.2
178.8
184.2
187.4

193.8
199.8
205.352
213.528
212.7179

217.631
223.457
229.382
232.773
238.293

236.119
238.132

38.5
40.1
41.5
43.8
48.0

52.9
56.1
60.0
63.9
70.B

81.0
89.1
94.0
98.8

103.1

106.9
1oa.s
112.1
111.1
123.1

128.9
135.2
139.5
144.0
141.4

151.9
1563
150.2
162.5
1es.2

171.3
17B.B
179.8
183.8
188.0

: vs

194.6 .
2015
20e.eae
214.
213.240

218.000
224.906
230.085
232.531
237.072

236.599

38.8
40.3
41.5
43.9
48.6

53.2
se.s
60.3
84.5
71 .5

B1 .s
89.8
95.8
99.2

103.4

107.3
108.9
11a.1
117.5
123.8

129.2
135.6
139.7
144.2
147.5

152.2
155.5
180.1
162.8
1B6.2

171 .s
177.7
179.8
183.5
189.1

194.4
202.5
207.949
21 e.e32
213.856

218.178
225.964
229.815
232.945
237.900

za1.a0s

38.8
40.6
41.7
442
49.0

53.6
56.8
60.7
652
72.3

82.7
9o.6
97.0
99.5

103.7

10716
109.5
113.5
1181!
124.1

129.9
135.0
140.2
144.4
14a.o

152.5
156.7
160.3
163.0
168.2

172.4
178.0
179.9
1B3.7
189.7

194.5
202.9
208.352
218.B15
215.893

217.965
2 2 a m
229.478
2aa.so4
238.343

238.838

39.0
4D.7
418
44.3
49.4

54.2
57.1
61.0
85.7
73.1

82.7
91 .e
97.5
99.9

1114.1

107.B
109.5
113.8
11 BE
124.4

130.4
135.2
140.5
144.4
148.4

152.5
157.0
180.5
183.2
165.7

172.8
1n.5
180.1
183.9
189.4

195.4
203.5
2oa.2ss
218.964
215.351

218.011
225.922
229.1 of
233.596
238.250

238.654

39.0
40.8
42.0
45.1
so.0

54,3
51.4
51.2
sa.0
7318

83.3
92.3
91.1

100.2
104.5

108.0
109.7
114.4
119.0
124.6

131.5
1ae.e
140.9
144.8
149.0

152.9
157.3
160.8
1ea.4
187.1

172.8
111.5
1a0.1
1B4.6
1as.s

195.4
203.9
207.917
219.086
215.834

21 a.a12
225.545
2301319
2 3 1 8 n
237.852

23e.316

39.2
40.8
42.1
45.2
50.6

54.6
57.6
61 .4
86.5
74.8

B4.0
93.2
97.9

100.1
105.0

108.3
110.2
115.0
1198
12s.o

132.7
187.2
141.3
145.1
149.4

`153.2
157.8
151.2
163.5
187.9

173.7
178.3
1a1 .o
185.2
189.9

1958
202.9
205.490
218.783
215.989

218.438
226.889
231 .407
234.149
238.031

237.945

39.4
4o.e
42.3
45.5
51.1

54.9
57.9
81.8
67.1
75.2

84.8
93.4
98.2

101.0
1os.a

10B.7
110.3
115.3
120.2
125.6

133.5
137.4
141.8
145.7
149.5

153.7
158.3
161.5
164.0
168z

174.0
1T7.7
1813
185.0
1so.s

199.2
201 .B
208.935
218.573
21 s.177

218.711
2zs.4z1
231 .317
233.545
237.433

237.838

39.6
40.9
42.4
45.9
51.5

ss.a.
58.0
61.9
67.4
75.9

85.5
93.1
98.0

101 .2
105.3

109.0
110.4
115.4
120.3
125.8

133.8
137.8
142.0
145.a
149.7

153.6
158.6
161.5
164.0
168.3

174.1
177.4
181.3
184.5
191.0

197.6
201.5
210.171
212.425
216.330

218.803
226.230
230.221
233.059
235.151

237.338

39.8
41.1
42.5
46.2
51.8

55.5
58.2
62.1
57.7
76.7

88.3
94.0
97.6

101.3
10s.a

109.3
110.5
115.4
120.5
128.1

133.8
137.9
141.9
145.8
149.7

153.5
1sa.s
1e1.a
1sa.s
1ea.s

174.0
176.7
1B0.9
1a4;a
190.3

196.8
201.8
210.035
210.228
215.949

219.179
225.672
229.801
233.049
234.812

286.525

4 4

Sdledule RMM-6
Palge4 of 5

Table 24. Historical Consumer Price index for All Urban Consumers (CPI-U): u. S. did avslage, all items-Continued

(waz-a4=1oo. unless othewlse noledD

1970
1971
1972
1973
1974

1975
1976
1977
1978
1979

1980
1981
1982
1983
1se4

1985
hesse
1987
1958
1889

1880
1991
1992
1993
1994

1995
199B
1997
1998
1989

2000
zool
2002
zoos
2004

2a0s
2008
2007
zone
2009

2010
2o11
2012
2013
2014

2015
2018

See fuotnoies at end M table.
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Year

Ssudannual
avwaues

Annual
avg.

psmem dwvse
from piewuus

151
half

2lld
half Dec. Annual

avg.

1970
1971
1972
1973
1974

1975
1976
1977
1978
1979

1980
1981
1982
1983
1984

1985
was
1987
1eoa
1989

1990
1991
1992
Lesa
1994

1995
1996
1997
199B
1999

2000
2001
2002
zoos
2oo4

2005
zoos
2007
zoos
2009

2010
2011
2012
2013
2014

2015
2016

102.9 `

106.5
109.1
112.4
118.8
122.1

1za.7
135.2
139.2
143.7
147.2

151.5
1ss.a
159.9
162.3
165.4

170.0
176.5
178.9
1B3.3
187.5

193.2
200.0
205.709
214.429
213.139

217.535
220.508
220060
m o m
zae.aa4

235.265

104.9 .

108.5
110.1
114.9
119.7
125.3

132.5
137.2
141 .4
145.3
149.3

1 9 . 2
157.9
181 .2
163.7
167.8

1T3.5
177.5
1 B0.9
1a4.e
190.2

197.4
202.6
208.978
216.177
215.855

218.578
us.2ao
230.338
233.548
23'7.aaa

237.759

sa.a
40.5
41.8
44.4
49.3

53.8
56.9
eo.s
es.2
72.6

82.4
so.s
95.5
99.6

1038

107.8
109.5
113.5
118.3
124.0

130.7
135.2
140.3
144.5
148.2

152.4
158.9
160.5
163.0
1es.s

112.2
117.1
179.9
184.0
1aa.s

195.3
201.B
207.342
215.303
214537

218.058
224.939
229.594
232.957
236.736

237.017

5.8
3.3
3.4
8.7

12.a

6.9
4.9
8.7
9.0

13.3

12.5
8.9
3.B
3.8
3.9

8.8
1.1
4_4
4.4
4.6

e.1
3.1
2.9
2.1
2.1

2.5
3.3
1.1
1.6
2.1

3.4
1.e
2.4
1.9
3.3

3.4
2.5
4.1
. t

2.1

1.5
3.0
1. 1
1.5
.B

. 1

5.1
4.4
3.2
5.2

11.0

9.1
s.a
6.5
7.6

11.3

13.5
10.3
8.2
3.2
4.3

a.s
1.8
3.8
4.1
4.8

5.4
4.2
3.0
3.0
2.6

2.8
s.o
2.3
1 .s
2.2

3.4
2.8
1.5
2.3
2.1

3.4
3.2
2.8
3.8
-.4

1.6
3.2
2.1
1.5
1.s

.1

9 P

J Schedule RMM-6
Page s of 5

Tabla 24. Hlstadual Consumer Price Index for All Urban
Consumers (CP!-U): U. s. city average, all
Items-Continued

(1982-84=100, unless othawlse noted)

- DElanolBviiEhle.
NOTE'Indencappiesloamonthasawholemnttoanyspeclticdale.
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Roxie McCu1lar, CPA .
8625 Farmington Cemetery Road
Pleasant Plains, IL 62677

Roxie McCuJlar is a regulatory consultant. She is a licensed Certified Public Account in the state
of Illinois. She received her Master of Arts degree in Accounting &om the University of I11'mois-
Springtield She received her Bachelor of Science degree in Mathematics from Illinois State
University. Over the past 18 years Ms. McCu1lar has filed testimony in over 40 state regulatory
proceedings on cost allocation, universal service, and depreciation issues. In addition, Ms.
McCullar has assisted Mr. Dunkel in numerous other proceedings.

PRESENT posmon

William Dunkel and Associates
Position? Consultant

•

•

•

•

•

Preiiled testimony on be£ha]fPublic Interest Advocacy Staff of the Georgia Public Service
Commission in Georgia Power Company's 2016 Integrated Resource Plan, Georgia
Docket No. 40161 in which I addressed depreciation issues.
Preiiled testimony on behalf of the Kansas Corporation Commission Staff in a general
rate proceeding involving At nos Energy, Docket No. 16-ATMG-079-RTS in which I
addressed natural gas depreciation rate issues.
Prefiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving Twin Valley Telephone, Inc., Docket No. 15-TWVT-213-AUD in which I
addressed cost study issues, allocation of FTTH equipment, and support fund
adjustlunents.
Testified on behalf of the Kansas Corporation Commission Staff in a general rate .
proceeding involving Kansas City Power Light Company, Docket No. l5~KcpE-116-
RTS in which I addressed electric depreciationrate issues.
Test'ed on behalf of the Kansas Corporation Commission Staff in an audit involving
Moundridge Telephone Company, Inc., Docket No. 15-MRGT-097-AUD in which I
addressed cost study issues and support bird adjustments.
Preiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving S&T Telephone Cooperative, Inc., DocketNo. 14~S&'IT-525-KSF in which I
addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Co-Sponsored Bench Report on Depreciation in Maine Docket No. 2013-00443
regarding Bangor Hydro Electric Company and Maine Public Service Company (Emera-
Maine) depreciation rates in a general rate proceeding.
Preiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving Wamego Telecommunications Company, Inc., Docket No. l4-WTCT-142-
KSF in which I addressed cost study issues, allocation of FTTH equipment, and support

I' l l
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•

|

i
I

(

I
1

:

•

fund adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving People Telecommunication LLC, Docket No. 13-PLTT-678-KSF in which I
addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Pretiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving J.B.N. Telephone Company,Inc.,Docket No. 13-JBNT-437-KSF in which I
addressed east study issues, allocation of FTTH equipment, and support fund
adjustments.
Preiiled testimony on behalf of theKansas Corporation Commission Staff in an audit
involving Zelda Telephone Company, Inc.,DocketNo. 13-ZENT-065-AUD in which I
addressed Cost study issues, allocation ofFTTH equipment, and support fund
adjustments.
Profiled testimonyonbehalf of the Kansas Corporation Commission Staff in an audit
involving Craw-Kan Telephone Cooperative, Inc., Docket No. 13-CRKT-268-KSF in
which I addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Stalff in an audit
involving LaHarpe Telephone Company, Inc.,DocketNo. 12-LI-IPT-875-AUD in which
I addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Prefiled testimony on behalf of the Kansas Corporation Commission Staff in an audit
involving Gorhanntx Telephone Company, Docket No. 12-GRHT-633-KSF in which I
addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Stay in an audit
involving S8cT Telephone Cooperative Association, Inc., Docket No. 12-S&TT-234-KSF
in which I addressed cost study issues, allocation of FTTH equipment, and support fund
adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Stay in general rate
proceeding and audit involving Cunningham Telephone Company, Inc., Docket No. ll-
CNI-IT-659-KSF in which I addressed cost study issues, allocation of FTTH equipment,
and support fundadjustments.
Preflled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Rainbow Telephone Association, Docket No. 11-RNBT-
608-KSF in wirichl addressed cost study issues, allocation of FTTH equipment, and
support fund adjustments.
Preiled testimony on behalf of theKansas Corporation Commission Staff in general rate
proceeding and audit involving Pioneer Telephone Association, Docket No. l l-PNRT-
315-KSF in which I addressed cost study issues, allocation ofFTTH equipment, and
support bird adjustments. .
Assisted Kansas Corporation Staff in audit involving Golden Belt Telephone Association,

2
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•

•

•

•

•

•

•

•

•

•

Docket No. 10-GNBT-526-KSF in which I addressed cost study issues aNd support fund
adjustments.
Assisted Kansas Corporation Staff in audit involving UnitedTelephone Association,
Doodad No. 10-UTAT-525-KSF in which I addressed cost study issues and support fund
adjustments.
Preiled testimony on belmalfof the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Haviland Telephone Company, Inc., Docket No. 10-
HVDT-288-KSF in which I addressed cost study issues and support fund adjustments.
Profiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Blue Valley Tele-Communications, Inc., Docket No. 09-
BLVT-913-KSF in which I addressed cost study issues, allocation of FTTI-I equipment,
and support fund adjustments.
Assisted Kansas Corporation Staff in audit involving TwinValley Telephone Company,
Docket No. 09-TVWT-069-KSF in which I addressed cost study issues, allocation of
FTTH equipment, and support time adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding aNd audit involving Mutual Telephone Company, Docket No. 09-MLTL-09l-
KSF in which I addressed cost study issues and support fund adjustments.
Assisted Kansas Corporation Staff in audit involving Columbus Telephone Company,
Docket No. 08-CBST-400-KSF in which I addressed cost study issues, allocation of
FT1IH equipment, and support fund adjustments.
Preiled testimony on behalf of the Kansas Corporation Commission St8f'r` in general rate
proceeding and audit involving Moundridge Telephone Company, Docket No. 08-
MRGT-221-KSF in which I addressed cost study issues and support fund adjustments.
Preiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Peoples Telecommunications, LLC, Docket No. 07-
PLTT-1289-AUD in which I addressed cost study issues and support fund adjustments.
Preiiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Madison Telephone, LLC, Docket No. 07-MDTT-l95-
AUD in which I addressed cost study issues and support fund adjustments.
Preflled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Rainbow Telecommunications Association, Inc., Docket
No. 06-RNBT-1322-AUD in which I addressed cost study issues and support fund
adjustments.
Preiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Wamego Telecommunications Company, Inc., Docket
No. 06-WCTC-1020-AUD in which I addressed cost study issues, allocation of FTTH
equipment, and support fund adjustments.
Pren led testimony on behalf of theKansas Corporation Commission Staff in general rate
proceeding and audit involving l-I&B Communications, Inc., DocketNo. 06-H&BT-
1007-AUD in which I addressed cost study issues, allocation of FTTH equipmait, and
support fund adjustments.

3
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Prefiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceedingandaudit involving Elkhart Telephone Company, Inc., DocketNo. 06-ELKT
365-AUD in which I addressed cost study issues, allocation ofFTTI-I equipment, and
support fund adjustments
Preiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving South Central Telephone Association, Inc., Docket No
05-SCNT-1048-AUD in which I addressed cost study issues and support fund
adjustments
Prediled testimony on behalf of the Utah Committee of Consumer Services in general rate
caseinvolving Carbon/Emery Telecom, Inc., Docket No. 05-2302-01 in which I
addressed cost study issues and depreciation rates
Prefiled testimony on behalfoftheKansas Corporation Commission Staff in general rate
proceeding and audit involving Totah Communications, Inc., DocketNo. 05~TTI-IT-895
AUD in which I addressed cost study issues and support fund adjustments
Preiiled testimony on behalf of the Maine Office of Public Advocate in Docket No. 2005
155, an investigation of Verizon's alternative form of regulation in which addressed
depreciation calculations
Preliled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Tri-County Telephone Association, Docket No. 05
TRCT-607-KSF in which I addressed cost study issues and support fund adjustments
Preiiled testimony on behalf of the Kansas Corporation Commission StaE in general rate
proceeding and audit involving KanO1da Telephone Association, Inc, Docket No. 05
KOKT-060-AUD in which Iaddressed cost study issues and support fund adjustments
Pretiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Cunninghainn Telephone, Inc, Docket No. 05-CNHT-020
AUD in which I addressed cost study issues and support fund adjustments
Testified on behalf of the Kansas Corporation Commission Stay in general rate
proceeding and audit involving United Telephone Association, Inc, Docket No. 04
UTAT-690-AUD in which I addressed cost study issues and support fund adjustments
Pretiled testimony on behalf of theKansas Corporation Commission Staff in general rate
proceeding and audit involving Council Grove Telephone Company, Docket No. 04-
CGTT-679-KSF in which I addressed cost study issues and support fund adjustments
Testified on behalf of the Kansas Corporation Commission Stair in general rate
proceeding and audit involving Golden Belt Telephone Association, Docket No. 04
GNBT-130-AUD in which I addressed cost study issues and support fund adjustments
Prefiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Twin Valley Telephone, Inc., Docket No. 03 -TWVT
1031-AUD in which I addressed cost study issues
Pretiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving Haviland Telephone Company, Docks No. 03-HVDT
664-RTS in which I addressed cost study issues and support lind adjustments
Testified on behalf ofthe Kansas Corporation Commission Staff in general rate
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proceeding and audit involving Wheat State Telephone Company, Docket No. 03-
WHST-503-AUD, in which I addressed cost study issues and support had adjustments
Preiled testimony on behalf of the Kansas Corporation Commission Staff in general rate
proceeding and audit involving S&A Telephone Company, Docket No. 03 -S&AT-160
AUD, in which I addressed cost study issues
Pre/filed testimony onbehalfof the Kansas Corporation Commission Staff in a general
rate proceeding and audit involving JBN Telephone Company, Docket No. 02-IBNT
846-AUD, in which I addressed cost study issues
Pretriled testimony on behalf of the Kansas Corporation Commission Staff in a genial
rateproceeding and audit involving Blue Valley Telephone Company, Inc., Docket No
02-BLVT-377-AUD, in which I addressed cost study issues
Prediled testimony on behalf of the Kansas Corporation CommissiOn Staff in a general
rate proceeding and audit involving S&T Telephone Cooperative Association, Inc
Docket No. 02-S&TT-390-AUD, in which I addressed cost study issues
Prefiled testimony on behalf of the Kansas Corporation Commission Staff in a general
rate proceeding and audit involving Craw-Kan Telephone Cooperative, Docket No. 01
CRKT-713-AUD, in which I addressed cost study issues
Preiled testimony on behalf of the Kansas Corporation Commission StaiN" in a general
rate proceeding and audit involving Sunflower Telephone Company, Inc., DocketNo. Ol
SFLT-879-AUD, in which I addressed cost study issues
Preiled testimony on behalf of the Kansas Corporation Commission Staff in a general
rate proceeding and audit involving Bluestein Telephone Company, Inc., Docket No. 01
BSST-878-AUD, in which I addressed cost study issues .
Pren led testimony on behalf of the Kansas Corporation Commission Staff in a general
rate proceeding and audit involving Pioneer Telephone Company, DocketNo. 01-PNRT
929-AUD, in which I addressed cost study issues
Pre5led testimony on behalf of the Kansas Corporation Commission Staff in a general
rate proceeding and audit involving Southern Kansas TelephoNe Company, Docket No
01-SNKT-544-AUD, in Which I addressed cost study issues
Prefiled testimony on behalf of the Kansas Corporation Commission Staff in a general
late proceeding and audit involving Rural Telephone Company, Docket No. 01-RRLT
518-KSF, in which I addressed cost study issues
Testi:Eed on behalf of the Government and Consumers Interveners (GCI) before the
Illinois Commerce Commission in an Alternative Regulation case involving Ameritech
Illinois, Docket No. 98-0252, in which I addressed cost study issues

v

Currently participating in the following proceedings

Arizona Docket No. E-01933A-15-0322 (Tuscon Elect-ic Power Company Depreciation
Issues)
New Jersey BPU Docket No. GR15l11304 (New Jersey Natural Gas General Rate
Proceeding)

5
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• Massachusetts Case No. D.P.U. 15-155 (National Grid (Massachusetts Electric
Company/Nantucket Electric Company) Depreciation Issues)

Participated in, but did not testify in, the following proceedings:

•

•

•

•

•

•

•

•

•

•

1

•

•

•

•

•

•

•

•

•

•

New Mexico Case No. 15-00261-UT (Public Service Company of New Mexico Geinemal
Rate Proceeding)
Alaska Docket No. U-15-089 (College Utilities Corporation and Golden Heart Utilities,
Inc. Water and Wastewater Depreciation Issues)
Maryland Case No. 9355 (Baltimore Gas Electric Depreciation Rate Proceeding)
Nebraska Application NG-0079 (SourceGas Depreciation Rate Proceeding)
Maine Docket No. 2013-00168 (Central Maine Power Company General Rate
Proceeding)
New Jersey BPU Docket No. GR13111137 (South Jersey Gas Company General Rate
Proceeding)
Utah Docket No. 13-057-19 (Questar Gas Company Depreciation Rate Proceeding)
DC Fonnnal Case No. 1103 (Potomac Electric Company General Rate Proceeding)
New Jersey BPU Docket No. ER12121071 and OAL Docket No. PUC00617-13 (Atlantic
City Electric Company General Rate Proceeding)
Utah Docket No. 13-035-02 (Rocky Mountain Power Depreciation Rate Proceeding)
Alaska Docket No. U-12-149 (ML&P Depreciation Rate Proceeding)
DC Formal Case No. 1093 (Washington Gas Light General Rate Proceeding)
Kansas Docket No. 12-KGSG-835-RTS (Kansas Gas Rate Proceeding)
Kansas Docket No. 12-KCPE-764-RTS (Kansas City Power & Light General Rate
P1-0gegding)
Indiana Cause No. 44075 (Indiana Michigan Power Company General Rate Proceeding)
Kansas Docket No. 12-ATMG-564-RTS (Atropos Energy General Rate Proceeding)
Maryland Case No. 9286 (Potomac Electric Power Company General Rate Proceeding)
Maryland Case No. 9285 (Delmarva Power & Light Company General Rate Procedimng)
Kansas Docket No. 12-WSEE-112-RTS (Wester Energy, Inc. General Rate Proceeding)
Kansas Docket No. 11-MDWE-609-RTS (Midwest Energy General Rate Proceeding)
Kansas Docket No. 08-GIMX-1142-GIV (Generic Depreciation Docket)
New Mexico Case No. 10-00086-UT (Public Service Company of New Mexico General
Rate Proceeding)
Georgia Public Service Commission Docket No. 31647 (Atlanta Gas Light Company
Rate Proceeding)
Kansas Docket No. 10-KCPE-415-RTS (Kansas City Power & Light General Rate
Proceeding)
DC Formal Case No. 1076 (PEPCO General Rate P[Q¢§edjng)
Missouri Case No. ER-2010-0036 (AmerenUE Electric Rate Proceeding)

6
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•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

Michigan Case No. U-15981 (Wisconsin Electric Power Company Depreciation Rate
Proceeding)
Alaska Docket No. U-09-097 (Church Electric Association, Inc. Depreciation Rate
Proceeding)
Alaska Docket No. U-09-077 (Homer Electric Association, Inc. Depreciation Rate
p r i d i n g )
Alaska Docket No. U-09-029 (TDX Sand Point Generating, Inc. Depreciation Rate
Proceeding)
Michigan Case No. U-15778 (SEMCO Energy Gas Company Depreciation Rate
Proceeding)
Michigan Case No. U-15699 (Michigan Consolidated Gas Company Depreciation Rate
Proceeding) .
Michigan Case No. U-15629 (Consmners Energy Company Depreciation Rate
Proceeding) .
New Mexico Case No. 08-00273-UT (Public Service Company of New Mexico General
Rate Proceeding)
Missouri Cac No. ER-2008-0318 (AmerenUE Electric Rate Proceeding)
Missouri Case No. ER-2008-0093 (Empire District Electric Company General Rate
Proceeding)
Kansas Docket No. 08-MDWE-594-RTS (Midwggt Energy Geneasal Rate Proceeding)
.Alaska Docket No. U-07-174 (Enstar Natural Gas Company and Alaska Pipeline
Company Depreciation Rate Proceeding)
Alaska Docket No. U-08-004 (Anchorage Water and Wastewater Utility Depreciation
Rate Proceeding)
Kansas Case No. 08-ATMG-280-RTS (Athos Energy General Rate Proceeding)
Kansas Case No. 08-SEPE-257-DRS (Sunflower Electric Depreciation Rate Proceeding)
Maryland Case No. 9103 (WGL Depreciation Rate Proceeding)
Maryland Case No. 9096 (BGB Depreciation Rate Proceeding)
Maryland Case No. 9092 (PEPCO General Rate Proceeding)
Missouri Case No. ER-2007-0002 (Amer'enUE Electric Rate Proceeding)
Maryland Case No. 9062 (Chesapeake Utility Corporation General Rate Proceeding)
Indiana Cause No. 42959 (Indiana Michigan Power Company Depreciation Rate Case)
Arizona Docket No. T-015lB-03-0454 (Qwest Renewed Price Regulation Plan)
Illinois Docket No. 04-0461 (SBC Imputation Requirements)
Utah Docket No. 04-049-62 (Qwest Price Cap Compliance Filing)
Utah Docket No. 03-049-49 (Qwest Price Flexibility-Residerrtial)
Utah DocketNo. 03-049-50 (Qwest Price Flexibility-Business)
Alaska Docket Nos. U-1-83, U-01-85, U-01-87 (General Rate Proceeding)
Maryland Case No. 8960 (Washington Gas Light Company Depredation Rate
Proceeding)
Pennsylvania Docket Nos. C¢200271905 (Access Charge Complaint Proceeding)

7
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Illinois Docket No. 03-0323 (IL UNE Law Proceeding)
Illinois Docket No. 02-0864 (SBC UNE Rate Proceeding)
Pennsylvania Docket Nos. A-310200F0002, A-311350F0002, A-310222F0002, A-
310291F0003 (Verizon for Approval of Agreement and Plan of Merger)
California Docket A02-01-004 (Kerman General Rate Case)
Pennsylvania Docket Nos. P-00991649, P-00991648, M-00021596 (Joint Petition for
Global Resolution of Telecommunications Proceedings)
Illinois Docket No. 02-0560 (Verizon Advanced Services Waiver)
Utah Docket No. 01 -2383-01 (Qwest Price Flexibility-Resideintial)
Utah Docket No. 02-049-82 (Qwest Price Flexibility-Business)
Missouri Docket No. TR-2001-65 (Cost of Access Proceeding)
Kansas Docket No. 02-WLST-210-AUD (Audit and Genera1 Rate Proceeding)
Kansas Docket No. 02-HOMT-209-AUD (Audit and General Rate Proceeding)
New Mexico Case No. 3223 (Universal service fund proceeding)
Arizona Docket No. T-00000A-00-0194 (Wholesale cost/UNE proceeding of Qwest)
Arizona TX 98-00716 (Tax Case of Citizens Telecommunications Company of White
Mountain, et. al.)
Maryland Case No. 8862 (PlC change charge case of Verizon Maryland)
Maryland Case No. 8745 (Universal Service Proceeding of Verizon-Maryland)
Arizona Docket No. T-01051B-99-0105 (General rate case of Qwest)
New Mexico Case No. 3300 (Subsidy case of VALOR)
New Mexico Case No. 3325 (Subsidy case of Qwest)
New Mexico Case No. 3008 (General Rate Depreciation case of USWest)
Arizona Docket No. T-02724A-00-0595 (Earnings Review of Table Top Telephone Co.)
Arizona Docket No. T-01051B-97-0689 (Depreciation case of US West)
Illinois Docket No. 99-0412 (EAS case involving Geineseo Telephone Company)
Kansas Docket No. 00-UTDT-455-GIT (Universal Service Fund case involving Sprint)
Kansas Docket No. 98-SWBT-677-GIT (Universal Service Fund case involving SWBT)
Illinois Docket Nos. 98-0200/98-0537 (Consolidated) (Usage sensitive service of GTE)
Kansas Docket No.98-SWBT-431-DRS (Depreciation case of SWBT)
Florida Undocketed Special Project (Fair and Reasonable Rates of GTE, BellSouth, and
Sprint)
Pennsylvania Docket No. A-310125F002 (GTE Norri Interconnection Proceeding)
Oklahoma Cause No. PUD 96~0000214 (Public Service of Oldahoma Depreciation Case)
Hawaii Doeket No. 7702 (GTE Hawaiian Tel Interconnection/avoided cost proceeding)
Washington Docket No. UT-960369 (US West avoided cost proceeding)

Participation in the above proceedingincludedsome orall of the following:

8
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Developing analyses, preparing data requests, analyzing issues, writing draft testimony,
preparing data responses, preparing deaR questions for cross examination, drafting briefs,
and developed various quantitative models.

EDUCATION

Magna fArts in Ammaing Hmm the Univmify of n1i1»~°is-spdngneld, SPIi11s'5dd, nlinmr.

12 humus of Business and Mamagenment classes at Ben~ediclin~e Udvmsity-Sprin@e1d College in
Illinois, Spin¢el¢ Hlilnois.

27 hours of Graduate Studies in Mathematics at Illinois StateUniversity, Normal,Illinois.

Bachelor of Science in MallmuuaicsEnos Illinois Stale Udvasity, Nomnlual, Illinois.

Relevant Coursework:
-Calculus
-Number Theory
-Linear Progilannnuing
-Finite Sainupling
-Introduction to Micro Economics
-Principles of MIS
-Iiutemnnediate Managerial Accounting
-IntermediateFinancial Accounting I
-AdvancedFinancial Accounting
-Accounting Information Systems
-FraudForensic Accounting
-Commercial Law
-Advanced Auditing

-Discrete Mathematics
-MaNiaematical Statistics
-DiHlerentia1 Equations
-Statistics for Business and EconomicS
-Intirodluction to Macro Economics
-Introduction to Financial Accounting
-Introduction to Managerial Accounting
-Intermediate Financial Accounting H
-Auditing Concepts/Responsibilities
-Federal Income Tax
-Accounting for Government & Non-Proit
-Advanced Utilities Regulation
-Advanced Corporation & Partnership Taxation

9
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DDCKET nos. E-01933A-15-0322 ET AL,

This testimony addresses the proposed pro forma adjustments to operating income from the
Envfxonmental Cost Adjustor ("ECA"), Demand~side Management ("DSM"), and Renewable
Energy Standard and Tariff ("REST") adjustors.

Tucson Electric Power Company ("TEP") has proposed Revenue Requirement Adjustments
which reduce pro-forma Gperating Income by $1.261 million for the ECA and 1328.478 million for
the REST ac DSM adjustors. These adjustments to test year operating results are necessary to
assure that the new.base rates authorized by the Commission in the pending rate case do not include
the recovery of expenses that will be recovered through separately approved cost recovery
mechanisms. Staff has reviewed these adjustments and recommends that they be approved.



Direct Testimony of Eric Van Epos
Docket Nos. E-01933A-15-0322 et al.
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Eric Van Epos. I am an Executive Consultant employed by the Arizona

Corporation Commission ("Colnmission") in the Utilities Division ("Staff"). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as an Executive Consultant.

8 A.

9

10

As an Executive Consultant, I provide recommendations to the Commission on matters

involving electric and gas utilities. I also perform studies on ancillary issues pertaining to

matters concerning the electric industry.

11

12 Q. Please describe your educational background and professional experience.

13 A.

14

15

16

I have a bachelor's degree in Business Administration and Political Science, specializing in

international business and international politics from Arizona State University. I also

graduated with a degree in Sustainability with a focus on alternative energy and resources

from Arizona State University. I have been employed with the Commission sinceJanuary of

17 2013.

18

19 Q. What is the scope of your testimony in this case?

20 A.

21

22

I will address the Environmental Cost Adjustor ("ECA"), Demand-side Management

("DSM") and Renewable Energy Standard and Tariff ("REST") for Tucson Electric Power

Company. ("TEP" "Company").o r

23

24 Q. Have you reviewed the testimony submitted by the Company in this case?

25 A.

26

Yes. I reviewed the testimony of Company witness, Mir. Dallas J. Dukes, specifically

regarding the ECA, REST and DSM revenue requirement adjustments.

Ill
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Direct Tes timony of Eric Van Epos
Docket Nos. E_01933A_15_0322 et al.
Page 2

1

2

3

4

Mr. Dukes is proposing a revenue requirement adjusunent which reduces test year actual

operating income by $28,478 million for the REST and DSM and $1.261. million for the

ECA. These pro-forma adjustments are necessary to remove test year revenues and expenses

recovered through the adjustors from the company's operating income used to set base rates.

5

6 S UMMAR Y O F  TE S TIMO NY AND R E C O MME NDATIO NS

7 Q. Please summarize your Revenue Requirement adjustment recommendations.

8 A. My revenue requirement adjustment recommendations are summarized in the following table:

9

10 Ta b le  1

RE S T & DS M

11

12 E NVIRO NME NTAL CO S T ADJ US TO R

13 Q. Why has the Company requested a revenue requirement adjustment for the ECA?

14 A.

15

16

The pro-forma adjustment removes all test year revenues collected under the current ACC-

approved ECA mechanism. These revenues are not collected as part of base rates, so they

must be excluded from Test-Year revenues used to calculate new base rates.

17

18 Q. What is the ECA?

19 A.

20

2 1

22

The ECA is an adjustor mechanism that allows the company to recover capital project

canaling costs and incremental O&M costs related to environmental investments made by

TEP and not already included in rate base or recovered through another Commission

approved adjustment.

23
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Docke t Nos . E-01933A-15-0_22 e t a l.
Page  3

1 Q. Does Staff recommend the Company's ECA pro forma adjustment to reduce

2 operating income by $1,260,631?

3 A. Ye s .

4

5 DEMAND-SIDE MANAGEMENT

6 Q. Why has the Company requested a revenue requirement adjustment for its DSM

7 p ro g ra m ?

8

9

The DSM program has a separate funding mechanism. Thus, TEP has requested that the

expense activity directly related to the DSM program be excluded from test-year pro-forma

10 revenue and €XP€1llS€S.

11

12 Q. What is the expense activity directly related to the DSM program?

13

14

Based on the Company's working papers, the DSM program incurred $3,149,228 in operating

income during the test year.

15

16 Q- Were you able to reconcile DSM expenses against the Company's Annual DSM

17 P rogre s s  Re port?

18 A.

19

Yes, wllthin a De minims amount Staff was able to reconcile the working papers against the

Annual DSM Progress Report.

20

21 RENEW/'ABLE ENERGY STANDARD AND TARIFF

22 Q. Why has the Company requested a revenue requirement adjustment for its REST

23 program?

24 A.

25

The REST program has a separate funding mechanism. Thus, TEP has requested that the

expense activity directly related to the REST program be excluded from test-year pro-forma

26 Icv€I11l€ and expenses.

A.

A.

I I l
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Dire ct Te s timony of Eric Va n Epos
Docke t Nos . E-01933A-15-0322 e t a l.
Page 4

1 Q. What is the expense activity directly related to the REST program?

2 A.

3

Based on the Company's working papers, the REST program incurred $25,328,835 in

operating income during the test year.

4

5 Q.

6

Were you able to reconcile REST expenses against the Company's Annual REST

Compliance Report?

7 A.

8

Yes, witlain a De minims amount Staff was able to reconcile the working papers against the

Annual REST Compliance Report.

9

1 0 Q. a n d  DS M p ro  Ro n n a

1 1

Does Staff recommend accepting the Company's REST

adjustments to reduce operating income by a total of$28,478,062?

12 A.

13

1 4

Yes, the pro forma adjustment which reduces operating income by $28,478,062 is reasonable

and adequately excludes revenue and expense activity directly related to monies collected

through the REST and DSM adjustor programs.

15

16 Q. Does this conclude your direct testimony?

17 A. Yes, it does .
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0322 AND E-01933A-15-0239

Mr. Solganick's direct rate design testimony reviews the Tucson Electric Power Company
("TOP" or "Company") proposal for cost of  serv ice, revenue al location, rate design, and
modifications to the Lost Fixed Cost Recovery rnechalnism ("LFCR").

Taking a multi-case view, the Arizona Corporation Commission Utilities Division Staff
("StafF') recommends that the long-term (but not this case) rate design should focus on a three-part
rate (customer, demand and energy) inducing time-of-use ("TOU") to better and more accurately
relate rates to underlying costs. For informational and educational purposes only, Staff proposes the
Company provide all residential and small general service customers with their monthly On-Peak
and Off-Peak demands. Staff recommends that the Company offer customers access to their usage
information through a website or other means of access. The Company should also develop an
education program to help customers understand their usage information and how customers can
manage their usage and change the size of their bills.

Mr. Solganick evaluates TEP's Class Cost of Service Study ("CCoSS")and places its results
into perspective, and Staff recommends that it be used as a guide to revenue allocation and a source
of unit cost data for rate design.

Mr. Solganick provides the Staff recommendation for the allocation of Staffs recommended
rate increase among the six major rate classes. This recommendation is tempered by the concept of
gradualism due to the changes in rate base and changes in TEP's proposed cost allocation
methodology for generation plant along with the recognition of the purchase of a share of Gila
River Unit No. 3.

Based on a review of TEP's application, responses to Staff data requests and consistent with
Staffs long-term rate design plan, Mr. Solganick provides recommendations for the rate design for
each of TEP's rate classes along with Lifeline, distributed generation, service fees, the Buy-Through
provision, Automated Metering Infrastructure ("AMI") Opt-Out customers and the Economic
Development proposal of TOP. The impact of StafFs proposed rate design is provided for
residential ("RES") and small general service ("SGS") customers.

'Staff recommends that the Commission accept TOP's proposal to eliminate the Fixed
Charge Option from the LFCR mechanism. Staff recommends that the Commission reject the
Company's other LFCR proposals.
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Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0322 et al.
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

5

My name is Howard Solganick. I am a Principal at Energy Tactics & Services, Inc. My

business address is 810 Persimmon Lane, Langhorne, PA 19047. I am performing this

assignment under subcontract to Blue Ridge Consulting Services, Inc. ("Blue Ridge").

6

7 Q. For whom are you appearing in this proceeding?

8 A.

9

I am appearing on behalf of the Utilities Division Staff ("StafF') of the Arizona Corporation

Commission ("Commission").

1 0

1 1 Q. Have you previously submitted testimony in regulatory proceedings?

1 2 A.

13

Yes. I have testified and/or presented testimony (summarized in Exhibit HS-1) before the

following regulatory bodies:

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

Arizona Corporation Commission

Delaware Public Service Commission

Georgia Public Service Commission

Jamaica (West Indies) Electricity Appeals Tribunal

Maine Public Utilities Commission

Maryland Public Service Commission

Michigan Public Service Commission
Missouri Public Service Commission

New jerseyBoard ofPublicUtilities
Public Utilities Commission of Ohio
Pennsylvania Public Utility Commission

Public Utility Commission of Texas

27

28 Q. What is the purpose of your rate design testimony?

29 A.

30

3 1

A.

My testimony provides Staffs long-term plan for rate design, analyzes the Class Cost of

Service Study ("CCoSS"), Staffs recommended allocation of the revenue increase proposed

by Staff, and recommends how the increased revenue should be irnplernented within the
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Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0_22 et al.
Page 2

l

2

3

4

5

Company's various existing and proposed rates. I also present Staffs recommendations to

address Lifeline rates, distributed generation ("DG"), Service Fee charges, Buy-Through

provision, Automated Metering Infrastructure ("AMI") Opt-Out and economic development.

Finally, I present Staffs recommendations for the existing Lost Fixed Cost Recovery

("LFCR") mechanism.

6

7 Q- Are you the only Staff witness providing direct rate design testimony in this docket?

8 A. No. The following people will also be providing direct rate design testimony.

9

1 0

l l

12

13

1 4

1 5

1 6

1 7

1 8

Mr. Michael McGalrry will be addressing theproposed modifications to the Purchase

Power and Fuel Adjustment Clause.

Mr. Bob Gray will be addressing the expansion of the TEP-Owned Rooftop Solar

program and the proposed Residential Community Solar program.

Mr. Matt Connolly will be addressing the proposed residential prepay metering

programand several compliance requirements.

Mr. Eric Van Epos will be addressing the proposed changes to the Environmental

Compliance Adjustor, Demand Side Management Surcharge and the Renewable

Energy Standard and TaN ff Surcharge.

1 9

20 DIRECT TESTIMONY

21 I Q. Please summadze Stars positions?

22

23

A. Staff recommends:



l

Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0322 et al.
Page 3

1 Lorzg-TermRate Deign Plan

2

3

4

5

6

Over the long term, rates should be based on costs and recognize the concepts of customer

demand and energy including time-of-use ("TOU"). When changes are made, gradualism

should be recognized. The long-terrn plan is placed into the context of evolving metering

and customer information capabilities.

7

8 Clan Cort offervicc .S t̀uq'y

9

1 0

1 1

The purposes of a CCoSS are discussed along with the changes in the Company's CCoSS

including a new production cost methodology.

1 2

1 3 RevenueAllocation

1 4

1 5

1 6

1 7

Staff recommends a revenue allocation among the customer classes based on moving all

classes to cost of service but recognizing that gradualism is necessary due to the effects of a

new production cost methodology and the Company's inclusion into rate base of a portion of

1 8 the new Gila River Unit No. 3.

1 9

20 Rate Denlgn

2 1

22

23

24

25

Staff recommends rate designs for each rate schedule and, consistent with the long-term rate

design plan, recommends the implementation of optional Three Part-TOU rates for

residential and small general service rates customers and a requirement that the Company

begin ro provide demand information for non-demand rate RES and SGS customers. Staff

I I I I I I llllll Illllll

l  l l I'll II 11-1
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Direct Rate Design Testimony of Howard Solganick
Docket Nos. E_01933A-15-0_22 et al.
Page 4

1

2

also highlights areas where the Company shouldprovide further information and justification

for its proposals.

3

4

5

Staff highlights that due to the implementation of the proposed Medium General Service

("MGS") rate class the Commission should keep the rate design portion of the case open to

6 resolve unanticipated customer rate impacts.

7

8 MiscellaneousItems

9

1 0 Lifeline - Staff recommends that the level of this discount not be reduced and that

l l the transition of these customers to standard residential rates with the addition of a

1 2 single discount for Lifeline be continued.

1 3

1 4 Distributed Generation - Staff notes that Commission Docket No. E-00000J_14-

1 5

1 6

1 7

1 8

0023, which is intended to examine the value and cost of DG, will continue to

provide useful information to the parties in this rate case. Therefore, at this time,

Staff does not propose any changes to the existing net metering tariff or waivers of

the net metering rules but it may update its position in its Surrebuttal testimony or

later at the hearing in this case.1 9

2 0

2 1 Service Fee Charges ._ Staff analyzed the Company's proposals and recommends

which fees should apply to Opt-Out customers.22

23

24 Buy-Through - Staff looks forward to the input of other parties and does not object

to this mechanism if there are no adverse impacts and no costs to other customers.25

26
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l

2

3

AMI Opt-out .- Staff recommends that a non-uansM solid-state meter be used

to accumulate information needed for bill ing, customer serv ice and customer

education along with recommended charges for the installation of the meter and

4 monthly meter reading.

5

6 Economic Development .- Staff supports the establishment of the program but does

7 not support any request for lost revenues.

8

9 LFCR

10

11

12

Based on a review of the Company's application, supporting testimony, and responses to data

requests, Staff recommends that the Commission reject the Company's proposed changes to

die LFCR mechanism that induce:13

14

15

16

17

Allowing the Company to receive recovery for generation costs;

Increasing the recovery for distribution demand costs from 50 percent to 100 percent;

Increasing the cap on recovered costs allowed for each year from 1 percent to 2

18

19

20

percent;

Expanding the LFCR mechanism to include revenues lost f rom an Alternate

Generation or "Buy-Through" provision to be established in the Company's tariff;

21 and

22 Combining the Energy Efficiency ("EE") and DG portions of the mechanism on the

customer's bill.23

24

25

26

27

Based on a review of the Company's application, supporting testimony, and responses to data

requests, Staff recommends that the Commission accept the Company's proposed change to

the LFCR mechanism to eliminate the Fixed Cost Option.
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1 LONG-TERM RATE DESIGN PLAN

2 Q.

3

Are significant changes occurring in the Company's capability to measure how and

when customers are using energy?

4 A.

5

6

Yes. Based upon discussions between Staff and the Company, the Company expects to

complete a significant majority (subject to a few geographic limitations) of its installation of

AMI by the end of 2016.1

7

8 Q. How has electric metering changed over mc?

9 A.

10

11

12

Initially there was no metering, and infant utilities charged either a Hat rate per customer or

charged by the number of light bulbs installed by a customer. This pricing methodology is

still used for lighting (and other Fixed load) customers because the number and wattage of

bulbs can be accurately veiziiied and enumerated. By not using meters, the costs of meters

13 and meter reading donot need to be charged to those customers.

14

15

16

17

18

19

With the advent of energy meters at a reasonable cost, coupled with a uNder range of lighting

and appliances, utilities began to charge customers based upon the energy consumed. This

type of rate design did not recognize different costs based upon demand (often expressed as

load factor). Two customers using identical amounts of energy but with different usage

patterns could have different levels of demand and require different amounts of generation,

20

21

22

23

transmission and distribution equipment (at very different costs), and therefore one customer

may be undercharged and the other overcharged if demand was not measured and taken into

account. Alternatively, two customers who require the same equipment might use very

different amounts of energy and again would result in one customer being undercharged and

24 the other overcharged.

25

1 TEP  Res pons e to S TF 1.16

l l
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1

2

3

4

5

6

7

8

9

The introduction of demand meters, which measure peak demand usage within the billing

period along with energy consumed, allowed for the introduction of rate forms such as the

three-part rate (customer, demand and energy) or a variant (hours of use). The use of the

demand meter and associated rates reduced the disparate 'impact of energy-only rates.

Demand meters have generally not been used for residential customers due to the cost of the

more complex meter, and the increased complexity of billing and the information that should

be provided to the customer. The residential class was often seen as homogenous enough

not to have wide usage disparities and therefore the cost of demand meters and their

associated rate complexity was not justified.

1 0

1 1

1 2

13

1 4

1 5

For a number of years utilities have been able to measure the consumption of energy over

very narrow time periods (hourly or even 15 minute intervals) but the challenge has been

recording that data cost effectively and then providing that data to customers so that the

customer could decide whether and how to respond and change their usage (energy) or usage

Interval  data have been used for load research to prov ide an

1 6

1 7

1 8

pattern (demand) .

understanding of how different customers use energy and the data were typically recorded on

magnetic tape and analyzed in bulk. While interval data were suitable for load research

purposes, it was difficult to provide the data to a large number of customers at a reasonable

1 9 cost.

20

2 1

22

23

Similarly, time-of-use meters could accumulate energy usage in a few time-differentiated

periods but these data were only recorded and reported as On-Peak, Shoulder and Off-Peak

and did not offer much information to the customer, such as when the energy was used on an

24 intervalbasis.

25

I I
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1

2

3

4

5

6

7

AMI has benefited from the dediming costs of electronic versus rnechanicad metering devices

and the ability to analyze data on a customer-specific basis. Utilities that have installed AMI

often develop meter data management systems that allow for the extraction of energy and

demand data for billing purposes. Unfortunately, some AMI planning does not go far

enough and some utilities cannot provide individual customers their usage information in a

form that supports customers' decisions about how and when to use energy more effectively

and efficiently.

8

9 Q. Can you provide an example of conveying energy information to customers?

1 0 A.

1 1

As a residential customer, my electric utility provides me with access to a portal where I can

view my energy consumption.

1 2

13

1 4

1 5

1 6

1 7

1 8

On a macro basis, I can view my monthly consumption and compare it to an aggregate

grouping of my neighbors and to a more limited aggregate grouping of my most efficient

neighbors. The aggregate nature of these data protects my neighbors' privacy, and the portal

limits my neighbors' access to my data, protecting my privacy. Various entities have opined

that providing this "new" data encourages some customers into becoming more efficient in

their use of energy.

1 9

20

2 1

22

23

My utility also provides me (nth a two-day delay) my hourly energy consumption, which is

equivalent to hourly demand From this timely information, I can determine the peak

period(s) of energy usage and then decide if I wish to change my energy timing, intensity

and/or usage in the future.

24
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1

2 Q. How did the confluence of new metering and information capabilities, changing

3 customer characteristics lead Staff to consider a long-term rate design concept?

4 A. At this point in mc, many utilities have the capability to record interval data as a result of the

5 installation of AMI. Some utilities can provide that data to individual customers in a font

6 that is somewhat easily understood, although some customer education is necessary.

7 Residential customers are increasingly becoming non-homogenous as they adopt various

8 fonts of heat and distributed generation and as their lifestyles, demographics, and work

9 patternsbecome increasingly more diverse.

1 0

1

Staff has raised the concept of offering a "plan" of how rate design should evolve so that the

12 part ies to this case could provide their input and the Commission coda consider a plan in

13 order to provide the Company's customers advance notice that changes are underway.

ll E78
Casts 19



a n

Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0322 et al.

Page 10

1 Q. Please articulate Stay's long-term rare design "plan".

2 A. The re  a re  a  numbe r of principle s  vdthin this  pla n.

3

4

5

6

7

8

9

Rates shouldbe based on costs derived from class cost of service studies not only at the class

level but also to illuminate the unit costs of individual customer, demand and energy rates.

Marginal costs should be given some consideration but embedded costs are the focus. There

should be a place for test programs to determine if rate design can alter the need for capital

investment and/or energy costs. When changes occur, gradualism should be used to temper

the shop-termimpactuntil the next rate case.

10

11

12

13

Rate design should recognize the concepts of customer, demand and energy, and also

recognize TOU and seasonality ("Three Part-TOU"). The number of rates available to

customers shouldbe minimized to avoid confusion as Three Part-TOU rates allow for cost-

1 4

15

1 6

based billing of non-homogenous customers within one rate schedule. Inverted rates would

be supplanted by the seasonal TOU component and the demand component which

recognizes load factor.

1 7

18

19

Generation pacing would reflect the marketplace by considering seasomadity, TOU, hourly

pricing and demand response.

20

21

22

23

24 I

25

Rates should be supported by customer-specific usage information collected under extreme

privacy and security, but available to customers along with tools to help them see the impact

and make decisions. In the long-term, customers might receive cost "warning" using a simple

red/yellow/green indication in their home or business and, for example, their demand

controllers could access detailed price information online.

26
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1

2

3

4

5

6

Rate subsidies, as determined appropriate, should be clearly delineated, be based on and

computed from standard rates. For example, a Lifeline customer would be billed as a

standard residential customer inducing all trackers and adjustment clauses but also receive a

specific discount. Should a Lifeline customer's situation change for the better, the only

change would be the removal of the Lifeline discount, which would be easily recognized by

that customer. Hence, Staffs plan migrates Lifeline eligible customers to standard residential

7 rates.

8

9

10

The Commission's Investigation of the Value and Cost of Distributed Generation (Docket

No. E-00000]-14-0023) wil l assist Staff  and the part ies to determine an adequate

methodology and quantif ication of compensation to potentially replace net metering.

Ultimately if DG results in savings across the utility system and differentially for specie

geographic areas (feeder), these effects would in time be separately identified using adders.

14

15 Q.

16

Does the long-term migration of all customers of a class on to a single Three Part-

TOU rate limit a customer's choice to one alternative?

17 A.

18

19

20

21

Customers have very limited options now. The two-part rate allows the customer to increase

or decrease his/her energy consumption to change the total bill, A two-pan rate with TOU

allows the customer to increase or decrease his/her energy consumption and when that

energy is consumed but does not reflect the intensity or magnitude of use. The Three Part-

TOU rate allows for a third dimension that the customer can use to affect the intensity of

22 use.

23

24

25

One customer may come home from work, turn on the air conditioner, shower using hot

water from an electric water heater and start the clothes washer all at the same time. A

26

1 2

I
1 3

second customer may decide to linger with friends and have dinner out but have the air
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1

2

3

4

5

6

7

conditioner begin to cool the home before arrival, shower later in the evening and set the

clothes washer to start at 4 AM. The intensity of multiple electric appliances operating

together places a greater load on the system than the load of a single appliance. The Three

Part-TOU rate prices the consumption and usage pattern differently by charging for both the

demand (intensity) and energy consumed separately. In each case, the customers can choose

the usage and pattern they wish and be charged appropriately for raising or lowering the

utility's costs.

8

9 Q. What would be the long-term impact of this rate design "plan"?

1 0 A.

1 1

1 2

Customers would have greater information available to snake their own energy decisions, and

rates would more accurately price those decisions and lessen the consequential impact on

other customers. Over time, customer and demand charges would gradually increase and

13 A

1 4 The

1 5

energy charges would become "purer" and lower for the distribution component.

customer coda reduce costs by adjusting demand and/or by changing energy usage.

customer benefits from tools and education to take the best advantage of new rate forms.

1 6

1 7 Q. Do Three Part-TOU rates increase revenues for the utility?

1 8 A.

1 9

20

No. If properly implemented the rates are neutral for the utility at the end of the Test Year.

However, if customers choose to react to their present usage patterns the utility may see a

decrease in revenue.

2 1

22 Q. Do Three Part-TOU rates increase costs for customers?

23 A.

24

25

26

If a customer's usage pattern is the same as a "typical" customer then there should be no

significant impact as Three Part-TOU rates are implemented. If a customer has an atypical

usage pattern then costs may increase (for lower load factor customers) or decrease (for

higher load factor) customers.

II I l lllllllllllllllllll-III ll
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1 Q- Are these concepts new or new to the utility?

2 A.

3

For medium and large customers, demand rates have been the norm and a Three Part-TOU

rate is available. Flat rates are still appropriate for fixed, predictable loads such as lighting,

4 cable ampliEers and traffic sxnzds.

5

6

7

8

9

In the previous TEP rate case (Docket No. E-01933A-12-0504), I raised a number of these

concepts but did not articulate them as a plan. Similarly, in this case the Company has raised

some of these concepts but has not provided the data and education components critical for

customer understanding of the Company's proposed residential and small general service

1 0 demand rates.

1 1

1 2 Q.

13

What are the important principles for the move towards the long-term rate design

plan?

1 4 A. Rate design should not be changed until customers have private, secure, easy, timely and

comprehensible access to their usage data.1 5

1 6

1 7 Q.

1 8

Are you recommending a mandatory transition to Three Part-TOU rates for

Residential ("RES") and Small General Semlce ("SGS") customers?

1 9

2 0

2 1

A. No, Staff is not recommending a mandatory transition to Three Part-TOU rates in this case.

In the on-going UNS Electr ic ("UNSE") case (Docket No. E-04204A-15-0142) the

consideration of Three Part-TOU rates for RES and SGS customers was conHated with the

22

2 3

2 4

2 5

2 6

I

outstanding issues of net metering and cost shifts related to solar DG customers. Before the

impact of the rates at the level of revenue requirements generally accepted by the parties

could be considered, customer concerns (both real and alleged) caused UNSE to withdraw

the request for mandatory transition to Three Part-TOU rates for Residential and SGS

customers. Staff then decided to withdraw its support because forcing a utility into a
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1 mandatory rate design change without the utility's support could lead to a flawed and failed

2 transition.

3

4

5

Therefore, Staff is recommending in this case that an optional Three Part-TOU rate be made

available to both RES and SGS customers. This optional rate may be attractive to customers

6 that use energy ef8ciently and effectively.

7

8

9

10

11

Staff recommends that all RES and SGS customer bills include the customer's monthly On-

Peak and Off-Peak demands (although the demand values would not be used for billing

unless the customer has chosen the optional demand rate). Making the demand data available

on the bill will allow customers to understand the concept of demand without any Financial

1 2

13

concerns.

1 4

1 5

1 6

1 7

Staff recommends that the Company should develop a customer information portal that

would provide all customers with the ability to review their demand and energy consumption

and evaluate various optional rate forms so that customers can make informed decisions

about rates, energy efficiency and emerging technologies.

1 8

1 9 If  the information now being measured and accumulated from AMI is not provided to

customers then the full benefits of AMI will not be realized.2 0

2 1

22 CLASS COST OF SERVICE STUDY

What is the purpose of a fully allocated cost of service study?23

24

25

26

Q.

A. Just as the rate case revenue requirements process studies each element of the Company's

operations to determine the overall cost to operate the Company efficiently and effectively, a

fully allocated cost of service study attempts to determine the individual cost to serve each

IIIIHIII l I umm H
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1

2

customer class and subclass. A fully allocated class cost of service study is intended to assist

the Commission to allocaterevenue requirements among customer classes.

3

4 Q. How can a regulator use the class cost of service study?

5 A.

6

7 revenue

8 Such

9

Because customer classes use the utility's system on an interrelated or shared basis, regulators

have historically used a fully allocated class cost of service study as a guideline to allocate

among classes. Regulators typically also consider economic, social, historical and

other factors that may affect customers when determining revenue allocation.

considerations often result in rates that deviate from strict cost of service.

1 0

11 Q. Are there limitations to a cost of service study?

1 2 A.

13

1 4

1 5

16

1 7

Yes. A class cost of service study involves judgment and decisions on the part of the

practitioner in assigning costs to the various customer classes. In some situations, decisions

are made to use a particular allocation factor for a particular account. In other situations, data

used to develop an allocation factor are not always complete and/or timely and the

practitioner must deal with the resulting uncertainty. Consequently, the cost of service study

acts as a guide in revenue allocation and in formulating rate design.

1 8

1 9 Q. Has the Companty provided a class cost of service study?

20 A.

2 1

22

23

Yes. The Company provided its CCoSS based on the Test Year (twelve-month period ended

June 30, 2015).2 Schedule G provides the individual class returns for the Company's Ive

major service classes (Residential, General Service, Large General Service, Large Power

Service and Lighting) along with the proposed 138 kV class.

24

2 TEP Filing Schedule G
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1 Q. Have you reviewed the CCoSS presented by the Company?

2 A.

3

Yes. The CCoSS was provided as Schedules G-1 through 7. I performed a review of the

allocations, developed data requests and reviewed the answers to Staff and other parties.

4

5 Q. Did the Company adjust or nornnnalize its revenues?

6

7

A.

8

Yes. The Company used a Test Year (twelve months ending ]ume 30, 2015) and then

adjusted i t  to ref lect more normal or appropriate (f rom the Company's v iewpoint)

conditions

9

1 0 Q. Has the CCoSS changed from the prior rate case (Docket No. E-01933A-12-0291)?

1 1 A.

1 2

13

1 4

15

1 6

Yes. The prior CCoSS had six service classes (Residential, Small General Service, Large

General Service, Large Light & Power, Mining and Lighting). The Residential, Small General

Service and Lighting classes are silnHar. The Company has created new rate schedules for

Medium General Service ("MGS") and 138 kV based on demand and voltage criteria from

the SGS and Large General Service ("LGS")" and Large Power Service ("LPS") rate schedules

respectively.

1 7

1 8

1 9

Q. Are the changes to the sem'ce classes appropriate?

22

23

Yes. The differentiation by demand and voltage proposed by the Company is appropriate.

The combinations within this case's CCoSS General Service class of Small General Service

and Medium General Service classes should be disaggregated in the Company's next CCoSS

as the transition ro the MGS rate schedule will have been completed.

2 0

2 1

3 TEP Filing Schedule G-1 Inputs lines 1 ro 4; Schedule G-2 lines 38 and 41
"Jones Direct 37:19
Jones Direct 38.17

6 TOP Response to Staff 20.13

A.
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1 Q. Have the Company's capacity resources changed since the last case?

2 A. Ye s . The  Compa ny re ce ntly purcha s e d a  75 pe rce nt s ha re  of the  Gila  Rive r P owe r P la nt Unit

3

4

No. 3 combined cycle generating plant in concert with its affiliate UnsE.' The Company has

changed its fuel mix by decreasing its coal capacity

5

6 Q. Please describe the attributes of a typical combined cycle generating unit?

7 A.

8

9

10

A combined cycle generating unit is flexible in that it can start and stop operations (dispatch)

easier than a coal or nuclear plant and is generally more thermally efficient than most other

forms of fossil and nuclear generation. Typically, combined cycle plants are fueled by natural

gas with distillate oil backup.

1 1

12 Q. What allocators does the Company use for its power supply expenses v\n'thin the 2014

13 CCoSS?

1 4 A.

15 allocator, which is classified exclusively as dernand.°

For Other Production Plant, the Company uses the Demand Production ("DPROD")

For Other Production Expenses, the

16 Design ("EFUELRD") allocator,

1 7

Company uses the Energy Production Power Supply

which is classified exclusively as energy.1°

18

1 9 Q. What allocator methodology did the Company use for DPROD?

20 A.

2 1

The Company states that it used an Average and Excess allocator for production plant and

expenses."

22

7 Hutchens Direct 7:26
8 Hutchens Direct 7:21
9 TOP Schedule G-3, Accounts 310-316
10 TEP Schedule G-4, Account 501
11 Jones Direct 26:3
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1 Q. Has the Company changed the selection of the DPROD allocator s`mce the last case?

2 A. Yes. Previously, the Company used a Peaks and Average allocator in its 2012 CCoSS.12

3

4 Q.

5

Is the Company's Average & Excess & CP allocator a standard production

methodology?

6 A.

7

8

9

Although the Company stated that it is using an Average and Excess allocator it was non-

specific in written testimony about the construction of the allocator. However, the Company

provided a table within its testimony showing the impact of various allocators on class

returns." Within this table, the Company describes its Average and Excess allocator as

1 0 Average & Excess & CP, which, based on the title, would be non-standard. Us ing

l l

1 2

coincident peaks (one or more) vldthin the average and excess allocator is not a standard or

recommendedmethodology.

13

1 4 Q.

1 5

Why do you say that Average & Excess & CP does not appear to be a standard

methodology?

1 6 A. The Electric Utility Cost Allocation Manual indicates'

1 7

1 8
1 9
2 0
2 1
2 2

"If your objective is - as it should be using this method - to reflect the
impact of average demand on production plant costs, then it is a mistake to
allocate the excess demand with a coincident peak allocation factor because it
produces allocation factors that are identical to those derived using a CP
method. Rather, use the NCP to allocate the excess demands.""'

23

12 Jones Direct 25:27
13 Jones Direct 26:6
14 NARUC Electric Utility Cost Allocation Manual January, 1992, page 50

I' l l
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1 Q. Did you explore this concern wi th the Company in the UNSE case?

2 A.

3

4

Yes. The Company indicated that the DPROD allocator is a traditional A8cE-NCP allocator

but is allocating the CP value, thus the use of CP as an identifier. The Company conirinaed

this in an email during the UNS case."'

5

6 Q.

7

Did the Company's DPROD Mocator appear to meet the Company's description of

an Average and Excess allocator?

8

9

10

A.

1 1

1 2

No. The Company's DPROD allocator may be calculated using 4 CP along with the forms

used for average and excess but the result is a CP allocator. This can be seen on Tab

AvgEx&4CP of the Company's CCOSS which calculates the allocator."' The values for

AED/4CP and CP Allocator are identical. The Company has indicated that the AED

methodology was ordered in an Arizona Public Service case" (presumably Decision No.

13 However, the methodology as implemented by the Company in this case is

1 4

69663).

functionally the same as CP.

1 5

1 6

1 7

1 8

1 9

The effects of the equivalent 4 CP allocator can also be seen by Schedule G-1 line 7 where

the Lighting class has not been allocated any fuel inventory. Even though the Lighting class

has no responsibility under the CP portion of average and excess there should be an average

component and none is apparent.

20

15 Email from Crdgjones dated 10/13/1S 3:12 AM Item 1
16 2015 TOP Schedule G -- COSS Competitively Sensitive ConHdential.xlsx
17Jones Direct 26'4
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1 Q . Did Staff explore the Company's calculation of the Average and Excess-NCP

2 allocator?

3 A.

4

5

Staff issued additional data requests to explore this issue. The Company subsequently issued

a Revised Schedule G (UDR 1.001) that incorporated the expected AED-NCP allocator

along with changes to meter allocations and customer allocations."

6

7 Q. What is StamPs recommendation for an appropriate methodology for the DPROD

8 allocator?

9 as

1 0

1 1

1 2

13

1 4

The appropriate methodology is Average and Excess-NCP (ro coincident peaks)

supported by the National Association of Regulatory Utility Commissioners ("NARUC")

Manual as noted above. This allocator reflects both average load (energy) and excess load

(demand) vldthout algebraically becoming a CP allocator. This methodology is a better Et to a

capacity plan that focuses on both energy and capacity (and selects an efficient and flexible

generation technology such as Gila River Unit No. 3).

1 5

1 6 Q. Axe there disproportional impacts between the present CCoSS and the prior one?

1 7 A.

1 8

1 9

2 0

2 1

22

As Confidential Exhibit HS-2 shows, the change for the Residential and SGS classes is higher

than the change for the Company in total. For example, Net Production Plant increased by

47 percent for the Company but 57 percent for the Residential class, 59 percent for the SGS

class and 79 percent for the LPS class. Net Distribution Plant increased by 20 percent for the

Company but 63 percent for the Residential class, 12 percent for the SGS class and 4 percent

for the LPS class.

23

18 TEP Res pons e  to  STF 20.11

A.

I l
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1 Q . What is the impact of the Company's change to the DPROD allocator?

2 A. The use of the new DPROD allocation methodology (A8cE-NCP) raises the allocation to

lower load factor classes (more costs) compared to the prior Peaks and Average3

4 methodology.

5

6 Q. What is the result of the Company's capacity allocation proposal in this case?

7 A.

8

9

10

11

12

The Company CCoSS provides a means to compare the impact of demand allocators

(Average & Excess-NCP and Peaks 8: Average & CP) after the Company's proposed

increase." Assuming that only the production plant allocation methodology has changed, the

class return for the Residential class has gone from 2.50 percent using P8cA to 0.92 percent

using A&E-NCP; General Service class 20.02 percent using P8cA to 19.06 percent using

A&E-NCP; Large General Service 20.04 percent using P&A to 25.81 percent using A&E-

13 NCP .

14

15 Q.

16

Does the Company's allocation of income taxes by class have an impact on the

returns calculated?

17

18

A.

19 are cover

20

21

22

23

24

Yes. The Company appears to allocate class income taxes on the sum of return times rate

base plus operating expenses (without income taxes). Using this methodology, positive taxes

allocated to a class that is not providing enough revenue to expenses. An

alternative methodology (sometimes used) calculates class income taxes based on the

profitability of the class, more akin to how a business is taxed. The Company's methodology

magnifies the disparity between positive and negative class returns. However, when all classes

have positive returns dose to the Company's return the effect is smaller and of less

consequence than the other changes discussed above.

25

19 TEP Revised Schedule G Tab AvgEx&4CP

P
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1

2

There is no impact from the use of the Company's ratebase tax allocation methodology

compared to allocating based on net incomebefore income taxes when all classes reach parity

3 (Unitized Rate of Return ("UROR")

4

1.000). However, the impact under present

conditions is s' `ficant. Ass . Staffs ro used revenue increase and revenue allocation18131 "Ming P  P

5 1.000) the Residential class UROR would increase from 0.028 to 0.308

6

7

due to the reallocation of $ 20.73 million of income tax expense. This approximates to a

revenue impact for the Residential class of $33.63 million.

8

9 Q. What CCoSS recommendation does Staff have for the Commission?

1 0 A.

1 1

1 2

13

1 4

1 5

1 6

There are two major effects operating in the same direction in this case. While the

Company's net distribution plant has increased by 20 percent, net production plant has

increased by 47 percent. Simultaneously, the Company has changed its production plant

allocation methodology from Peak & Average to Average & Excess-NCP. These two

changes magnify the individual impact on classes. Therefore, the Commission should use the

Company's CCoSS as a general guideline and invoke gradualism in its class revenue allocation

decision for this case.

1 7

1 8 REVENUE ALLOCATION

1 9 Q. What non-cost considerations should the Commission consider during its

20 deliberations on revenue allocation?

2 1 A.

22

23

The Commission should consider the relative positions (from the CCoSS) of the classes along

nth the qualitative issues such as economic conditions for consumers, the business climate

for commercial and industrial customers and past practices when deciding what portion of a

24 revenue increase is allocated to eachclass.

25

in III l I a l
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1 Q. What principles do you generally use to allocate revenue among rate classes?

2 A. I have used the following principles:

3

4

5

6

7

8

9

10

The individual rate classes should be gradually moved toward an UROR of 1.000 over

one or more rate cases depending on the frequency of rate cases and the distance of

the class' UROR from 1.000.

There should be an upper bound of 150 percent for any class' percentage increase in

revenue compared to the overall percentage increase in revenue.

There should be a lower bound of 50 percent for any class' increase compared to the

overall increase.

11

12 Q. Are there other concepts :bat apply in this case?

13

14

15

16

The purchase of the combined cycle generating unit was intended to stabilize energy costs,

which provides benefits to all customers. Therefore, it would be inappropriate to reduce

rates for any customer class because that would send a confusing message about the new

plant expenditure.

17

18 Q . What is the Colnpany's proposed revenue allocation?

19 A.

20

21

22

Based on Schedule H-1, the Company is proposing to allocate its requested $109.5 million

increase 59.7 percent to the Residential class, 7.3 percent to the General Service class, 34.7

percent to the Large General Service class, -2.9 percent to the Large Power Service and

138kV classes and 1.1 percent to the Lighting class.

23

24 Q. Have you modeled various revenue allocations based on Staffs recommended

25 revenue requirements?

26 A.

27

Confidential Exhibit HS-4 models Staffs proposed $ 49,400,000 increase a number of ways.

For comparison purposes the increase was allocated:

A.
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1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

Equal percentage increase (across the board by revenue)

Moving all of the classes to the same return (UROR equals 1.000)

Moving the Residential and Lighting classes 50 percent of the amount needed to
reach parity (and decrease all other classes by $9.87 million)

Moving the ReNdentiad and Lighting classes 45 percent of the amount needed to
reach parity (and decrease all other classes by $3.94 million)

Moving the Residential and lighting classes 40 percent of the amount needed to
reach parity (and increase all other classes by $1.98 million)
Moving the Residential and Lighting classes 35 percent of the amount needed to
reach parity (and increase all other classes by $7.91 million)

Moving the Residential and Lighting classes 33.33 percent of the amount needed to
reach parity (and increase all other classes by $9.89 million)

Moving the Residential and Lighting classes 30 percent of the amount needed to
reach parity (and increase all other classes by $13.84 million)

Moving the Residential and Lighting classes 37.5 percent of the amount needed to
reach parity (and increase all other classes by $4.95 million)

1 7

1 8

1 9

20

The remaining revenues from the other classes (GS, LGS, LPS and 138kV) were allocated

based on their respective expected revenues (Test Year Adjusted Margin Revenues" plus Test

Year Proposed Fuel Revenueszl).

21

Q. What is Stay's recommendation on revenue allocation?

A. Based upon the present CCoSS, the principles discussed above, the impact of the purchase of

the combined cycle plant, the change in allocation methodology and the relative impacts

between classes, Staff recommends that the eventual revenue requirements be allocated by

increasing the Residential and Lighting classes 57.5 percent of the amount needed to reach

parity and increasing all other classes by $4.95 million (10 percent of the overall increase

proposed by Staff) to obtain the total revenue requirement

22

23

24

25

26

27

28

29

30

31

As shown on page 1 (lines 30-43) of Confidential Exhibit HS-4, under Staffs recommended

revenue allocation the Residential class receives 87.2 percent of Staffs proposed increase

20 TEP Revised Schedule G-1 Inputs line 3
21 TEP Revised Schedule G-2 line 40

min l

I I!
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l

2

3

compared to the Company's proposal of 59.7 percent, although Staffs increase is a lesser

absolute dollar amount. Under Staffs proposal, all classes receive an increase while the

Company's proposal decreased the revenue requirement for the Large Power Service/l38kV

4 classes.

5

6

7

8

This revenue allocation does not follow my general principles in that the Residential and

Lighting classes have negative returns and holding to some of my principals would require

four rate cases to reach parity.

9

1 0 Q. If Staffs recommended revenue allocation is adopted what will the class returns be?

1 1 A.

1 2

1 3

1 4

The results of the proposed revenue allocation are forecasted in Confidential Exhibit HS-4.

The UROR of  the "low UROR" classes (Residential and Lighting) will increase and the

UROR of  the "high UROR" classes (except the LGS class) will decrease, moving classes

towards parity. To decrease the UROR of the LGS class a rate decrease would be needed.

1 5

1 6 Q. Have some classes been subsidized by other classes in the past?

1 7 A. Yes. Confidential Exhibit HS-3 summarizes the Company's latest two CCoSS. In the 2011

1 8

1 9

2 0

21

CCoSS, the UROR [line 39] is less than 1.0 for the Large General Service class and negative

for the Residential, Large Light & Power and Mining classes indicating subsidization by the

Small General Service class. In the present CCoSS, the UROR [line 13] is negative for the

Residential class. The Lighting class has been negative in both CCoSS.

22

ll

_ll  III
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1 Q.

2

3

4

Please explain why, if the Residential and Lighting cases are being subsidized by

other classes, Staff is not recommending class revenue increases to bring those

classes to parity, which would be consistent with the rate design plan Staff is

recommending and you have detailed above.

5 A.

6

Staffs plan articulates the concept that "Rates should be based on costs derived from class

cost of service studies...", however, the plan is a long-tenn plan.

7

8

9

1 0

1 1

1 2

13

1 4

1 5

1 6

Conidentiad Exhibit HS-4 shows that to bring the Residential class to parity would require a

class revenue increase of 232 percent of the total increase recommended by Staff and an

increase of 7 percent of the total increase recommended by Staff for the Lighting class

(significantly higher than the Company's proposal). Confidential Exhibit HS-2 demonstrates

that significant changes have occurred between the two CCoSS due to the impacts of the

acquisition of a portion of Gila River Unit No. 3 and the changes in various allocators.

As explained above, revenue allocation is not just an algorithm-based process but it is

tempered by a Commission's evaluation of other factors. Also, Staff's recommendation to

move the Residential class towards removing the subsidy allows for the completion of the

1 7 proce s s  in  following ca s e s .

1 8

1 9 Q. Does Stall's revenue allocation reflect the late breaking (June 6, 2016) confidential

20 information about a significant customer?

2 1 A. No. On June 6* the Company provided information on the expected partial closure of a

22

23

24

25

26

significant customer. This information included "initial projection of the changes to" annual

billing determinants (demand and energy) by rate schedule but did not include the brcmkdown

by season or time of use. "The Company expects to make an adjustment in its Rebuttal Filing

to reduce billing determinants to reflect the known and measureable reduction in sales to this

customer."

II l
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1

2

3

4

Because the billing determinants were only initial projections and not complete, Staff has not

made an estimate of the impact on each class of this still unfolding event. Staff has discussed

vldth the Company a list of information that it expects to need to evaluate this emerging

situation. At this time, Staff has not determined its position on the event or the revenue or

5 rate implications.

6

7 RATE DESIGN

8 Q. Please summarize the Company's rate design proposal.

9 A.

1 0

1 1

The Company's rate design objectives are "To align rate structures with our customers'

evolving energy use", "To reduce the level of cross-subsidies between customers" and "To

give the Company an appropriate opportunity to recover its fixed costs."22

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

The Company has focused on the use of a three-pan rate design (customer, demand and

energy charges) that would be mandatory for all new DG customers" and optional for other

RES and SGS customers." The Company suggests that these changes are to better align the

Commission's policies with the Company's need for fixed cost recovery and system usage."

The Company is also supporting gradualism when making rate design changes." For new

DG customers, the Company is proposing monthly bill credits for any excess energy

delivered to the Company's system."

20

22 Hutchens Direct 11:23 _ 12:16
23Hutchens Direct 18:22, Dukes Direct 8:18
24 Dukes Direct 24:3
25 Hutchins Direct 20:1
26Hutchens Direct 23:26
27 Hutchens Direct 24:9
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l Q. What was the Company's primary concern in developing its rate design proposals?

2 A.

3

4

As I understand the Company's approach, the focus is the recovery of fixed costs. A concern

is expressed that seasonal customers, vacant homes or businesses, and DG customers (with

their associated low kph consumption) limit the Company's ability to recover faxed costs."

5

6 Q. Is this focus on fixed costs sufficient to support rate design changes?

7 A. Yes. If Fixed costs are not properly accounted for in the rate design, intra-class subsidies will

8 occur. The challenge is how to and how fast to make the changes. RES and SGS customers

9

1 0

have a simple rate design and even the acceptance of TOU rates in these classes has been

limited." With new rate fonts, some customers need education and support to achieve a

1 1 meaningful transition.

1 2

13 Q.

1 4

Is the Company's unit cost analysis in Schedule G-6-1 Revised useful in evaluating its

proposed Basic Service Charges?

1 5 A.

1 6

1 7

1 8

1 9

The Company's information shows direct customer costs, an amount that includes meters,

billing and collection, meter reading costs and the service line or drop. The Company has

indicated that it used a minimum-sized system to allocate portions of the distribution system

(such as poles, wires, uansformers) to the customer component." These costs are included in

the customer-related unit costs.

20

is Dukes Direct 11:10
29 Schedule H-2 approximately 2.3% of residential customers
30 TEP Response to STF 1.38 and STF 1.32
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1 Q. What charges does the Company propose for the Residential Electric Service (Rate

2

3 A.

4

5

RES) rate?

The Company is requesting an increase in the Basic Service Charge from $10.00 to 320.0091

Energy charges also are proposed to increase," and the Company is proposing to eliminate

the third and fourth tiersbecause the tiers are being used for Fixed cost recovery."

6

7 Q-

8

What changes does the Company propose for the Residential Time-of-Use (Rate

RES-TOU) rate?

9 A.

1 0

The Company is requesting an increase in the Basic Service Charge from $11.50 to $20.00 for

TOU customers," and the addition of a second tier to match the conigurxlttion of the RES

1 1 35rate.

1 2

13 Q. What are the residential customer costs?

1 4 A.

1 5

1 6

The Company's information shows that customer costs are $174996 This amount includes

meters, billing and collection, meter reading costs and the service (line or drop) and the

components that form the minimum-sized system.

1 7

18 Q. What changes does Staff recommend to the proposed RES residential rate?

1 9 A. Staff recommends the following modifications of the Company's proposal:

20

2 1 The existing timiscd and fourthtiers should be eliminated and the rennainixng inclination

22 should be flattened as the residential customer's load factor increases as usage

23 increases, which doesnot support inclined rates."

31_]ones Direct 43:9 and 43:27
32 TEP Schcd\1lc H-3
as Jones Direct 45:1
34 TEP SCh€d\11€H-3
asJones Direct 45:15
36 TEP Revised Schedule G-6-1 line 24
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1

2

All residential Basic Service Charges should be $17.00 to approximate the Company's

costs. With the advent of AMI, residential customers will be using the same meter

3 and therefore have the same costs.

4

5

6

7

8

The revenue allocated to the Residential class should be collected first by an increase

in the Basic Service Charge up to the level proposed here, with the remainder (if any)

recovered by increased energy charges to begin to levelize the tiers. Applying the

revenue increase to the Basic Service Charge Erst and elinninatin

9 tiers will increase recovery of Fixed charges and reduce the impact within the LFCR

1 0 mechanism.

l l

1 2 Q. What is the impact on residential customers of Staffs recommendations?

13 A.

1 4

1 5

Based upon Staffs recommended overall increase in revenue requirements along with its

revenue allocation and rate design changes, the average residential RES customers would see

an increase of $6.96 per month or an 8 percent increase as shown in Exhibit HS-5 page 1

1 6

1 7 Q- What changes does the Company propose for the SGS rate?

1 8

1 9

20

2 1

22

For SGS customers, the Company is requesting an increase in the Basic Service Charge from

$16.50 and $17.50 (foul to $3000.38 The energy charges also are proposed to increase

This non-demand class will be limited to customers with a maximum energy consumption of

24,000 kph accumulated across two consecutive months.4° The unit cost information in

Schedule G-6-1 indicates that customer costs for the SGS Class are $38.43

23

37 DukesDirect 25:1
paJones Direct 46:23
39 TOP Schedule H-3, Page12
'Whores Direct 47:1
4* TEP Revised ScheduleG-6-1 line24
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1 Q. What changes does Stall' recommend to the SGS rate?

2 A. Staff recommends the following modifications of the Company's proposal:

3

4

5

The Basic Service Charge should be $26.80, this amount was determined to meet the

reduced revenue requirements for the General Service class.

6

7

8

9

10

The revenue allocated to the SGS class should be collected Erst by an increase in the

Basic Service Charge up to the level proposed by the Company, with the remainder (if

any) recovered by increased energy charges. Applying the revenue increase to the

Basic Service Charge first will increase recovery of Fixed charges and reduce the

impact within the LFCR mechanism.11

12

13 The Company's proposal to move a customer to the new MGS rate "if the customer's

14 consumption meets or exceeds 24,000 kph in consecutive months" is  appropria te  as

15 it does not penalize a customer for a single usage excursion.

16

17 Q . What is the impact on small general service customers of Staffs recommendations?

18 A.

19

20

Based upon Staffs recommended overall increase in revenue requirements along with its

revenue allocation and rate des' chen s, eras service SGS customers would see1gn Ge gen

increases as shown in Exhibit HS-5 page 2.

21

22 Q.

23

The existing RES and SGS rates are not Three-Part-TOU rate and therefore are not

in accordance with the Staffs long-term rate design plan. What do you recommend

24 fo r an  in itia l s tep?

25 A.

26

Staff recommends that the Commission approve in this proceeding optional Three-Part-TOU

rates for RES and SGS customers. As customers gain experience with these optional rates

l III l in
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1 and see their demand on their monthly bills, the Commission can consider other steps in the

2 Company's next rate case.

3

4 Q.

5

6

7

The Company is proposing the Residential Electric Sem'ce Demand (RES-D),

Residential Electric Service Time-of-Use Demand (RES TOU-D), SmM General

Service Demand (SGS-D) and Small General Service Time-of-Use Demand (SGS

TOU-D) rates. Do these rates meet Stay's rate design concepts?

8

9

A.

1 0

1 1

1 2

The Company has not defined the source of the various values and tiers within the proposed

demand rates. Also, the demand charge will apply to all time periods. The Company has not

explained the theory and background of these rates, and the Company should provide more

support in its rebuttal testimony. At present without this information, Staff does not support

these rates for any purpose.

13

1 4 Q. What is the Company's proposal for a new MGS rate?

1 5

1 6

A. a new

1 7

1 8

1 9

2 0

2 1

2 2

The Company wants to establish MGS rate for existing Small and Large General

Service ("LGS") customers with demand between 20 kW and 250 kW.42 This rate class will

have the same demand measurement and ratchet as the existing LGS class." The Company is

requesting a Basic Service Charge of $40.00. Demand charges are proposed to be $7.00 per

kW summer and $5.00 per kW winter." The Company is proposing that any customer that

exceeds the 250 kW cap "for a billing month will be automatically moved, in the subsequent

month to the new LGS rare class. The customer must remain there for at least 12 months

vldthout exceeding the 250 kW demand to qualify ro move back to mGs.""

23

42 Jones Direct 37'19 and 43:25
43 Jones Direct 38:1 and 49:3
44 TEP Schedule H-3, Page 15
45 Jones Direct 47:10
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1 Q.

2

Is the Company's proposal to create a new MGS class and MGS rate schedule

appropriate?

3 A.

4

5

6

a

7

8

9

10

11

12

13

14

Conceptually, yes. Creating rate classes based on demand (and voltage) is appropriate.

However, the Company has indicated that the transition of almost 4,000 SGS customers from

the existing non-demand rate to the MGS rate which will include demand charges and

demand ratchet may have adverse impacts for a number of those customers. The Company's

Blind provides no information about these customers and the impact of the new MGS rate on

them. Staff has requested further details about the support and education to be provided to

these custorners.46 The Company has indicated that once the particulars of the new rate

(along with more recent usage) have been determined the Company will contact customers

that appear to have increases above nonna. Potential MGS customers were not provided

specif ic notice of  the specif ic proposed change. Staff  conceptually supports the

establishment of the MGS class subject to further details about the Company's plans for

notice and the education and support program. The Company should address in its rebuttal

this significant change for the MGS customers.15

16

17

18

Q. Is the Company's proposed customer charge for MGS customers appropriate?

A.

19

The unit cost information in Revised Schedule G-6-1 indicates that customer costs for the

SGS and LGS Classes respectively $38.43 and $536.17.47 Unfortunately, the unit costs were

not differentiated for the MGS rate class.

What changes does Staff recommend to the MGS rate?

23

20

21
I

22 Q.

A. Staff recommends the following rnodiiications of the Company's proposal:

24

25 The three-pan rate design is appropriate as it reflects Staffs long-term rate design.

46 TEP Response to STF 20.08
47 TEP Revised Schedule G-6-1 line 24

l I II 11\11111
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1 The $40.00 Basic Service Charge requested by the Company may be too low in light

of the mixed CCoSS. However, as a transition this situation is acceptable.2

3

4

5

6

The ratchet provision proposed for the new MGS rate should be delayed because the

Company has not provided detailed information on the impact of the creation of this

new rate schedule on the almost 4,000 customers who at present are not subject to a

demand charge and demand ratchet.7

8

9

10

11

12

13

The Company's proposal drat "any customer exceeding the cap for a billing month

will automatically be moved, in the subsequent month, to the new LGS rate class", is

abrupt and too short a period to determine if the move is appropriate, nor has the

impact been determined. Absent further information, Staff does not suppose this

"one-chance" provision and suggests the Company address this issue in its rebuttal

14

15

testimony.

16

17

The Company should develop and implement a Medium General Service cost of

service class in its next rate case to verify the costs tobe used in the future MGS rate

18 design.

19

20 Q. Is there some risk when significant rate design changes are made?

21 A.

22

23

24

Yes. Rate design changes may have unintended results for "outlier" or "non-nominal" MGS

customers that do not Et neatly into their apparent customer class. The imposition of a

demand ratchet (if approved) may also have unforeseen impacts. These risks are increased

when customer notice and outreach is limited or has not been performed.

25

26

27

Staff recommends, as provided for in the previous TEP settlement (Docket No. E-01933A-

12-0291), the Commission should keep the rate design portion of this rate case open for at
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least 18 months af ter the completion of  the transition to MGS rates to account for

unanticipated customer rate impacts that are determined to be inconsistent with the public

interest

5 Q What charges does the Company propose for the LGS rate?

For LGS rate customers, the Company is requesting an increase 'm the customer charge from

$775.00 and $950.00 (TOU) to $l,000.00. Demand charges are proposed to increase from

$15.25 to $17.50 per kW." This class will retain the existing a minimum demand of 200 kW

and there will be a demand eligibility cap of 5,000 kW above which the customer will be

moved to the LPS-TOU class

1 2 Q Is the Company's increase in the customer charge for LGS customers appropriate

The unit cost information in Revised Schedule G-6-1 indicates that customer costs for the

Large General Service Class are $536.17

1 6 Q What changes does Staff recommend to the LGS rate

Staff recommends the following modifications of the Company's proposal

The three-part rate design is appropriate as it retains the existing rate structure

The Basic Service Charge should remain at its present level, as the charge requested

by the Company is not supported by the unit costs

The revenue allocated to the LGS rate should be collected Erst by an increase in the

demand charge, v:nlth the remainder (if any) recovered by increased energy charges

pa TEP Schedule H-3, Page 19
Jones Direct 47:14

50 TOP Schedule G-6-1 line 24



s U

Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0322 et ad
Page 36

Applying the revenue increase to mc demand charge Erst and then to energy charges

will increase recovery of Fixed charges and reduce the impact within the LFCR

mechanism

The proposal to impose a maximum demand of 5,000 kW has not been supported in

the Company's filing. Absent support indicating the number of customers affected

and the extent of the impact, Staff does not support this provision and suggests the

Company address this issue in its rebuttal testimony

1 0 Q What rate changes does the Company propose for the LPS customer class?

For LPS rate customers, the Company is requesting no change in the $2,000 Basic Service

Charge. The summer On-Peak Demand charge is proposed to decrease from $20.49 to

$18.00 per kW." This demand class will continue to have a minimum demand of 3,000 kW

It is important to note that there will only be a TOU rate for LPS customers

1 6 Q Is the Company's no charge in the Basic Service Charge for Large Power Service

customers appropriate

The unit cost information in Revised Schedule G-6-1 'indicates that customer costs for the

Large Power Service Class are $17,490,91 The difference between the proposed Basic

Service Charge and the customer costs is substantial and should be explained by the

Company in its rebuttal

23 Q- What changes does Staff recommend to the LPS rate?

Staff recommends the following modifications of the Company's proposal

so TEP Schedule H-3, Page 18
Jones Direct 48:2
Jones Direct 47:19
TEP Response to STF 2.057, Line 23

l l
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1

2

The three-part rate design is appropriate as it retains the existing rate structure.

The Basic Service Charge should move toward a cost based rate subject to the

3 Company's rebuttal information.

4 The revenue allocated to the LPS rate should be collected first by an increase in the

5

6

7

8

Basic Service Charge, with the remainder (if any) recovered by increased demand and

then energy charges. Applying the revenue increase to the Basic Service Charge first

and then to demand charges will increase recovery of Fixed charges and reduce the

impact within the LFCR mechanism.

9

1 0 Q. Is the Compa.ny's proposal for a new 138 kV rate appropriate?

1 1 A.

1 2

13

1 4

1 5

The Company is proposing a new 138kV TOU rate for customers able and willing to take

service at transmission level voltages. The Company is proposing a Basic Service Charge of

$3,000, demand charges of $17.15 and $12.49 per kW (summer and winter respectively) and a

minimum demand of 10,000 kw. These rates are similar to the LPS rates." Schedule H-1

shows no customers on this rate, while Revised Schedule G~2 indicates one customer on the

1 6

1 7

1 8

1 9

rate. While the Company has provided specific details on the development of portions of this

rate56, it has not provided enough information to render an opinion on the Basic Service

Charge and other elements. Staff suggests the Company address this issue in its rebuttal

testimony.

20

2 1 Q. What changes is the Company proposing for the Lighting Service rate?

22 A.

23

The Company is proposing a 46 percent increase in certain lighting charges" in order to raise

the performance of this underperforming class." The wattage charge does not define

as Jones Direct 53:20

Se Jones Direct 54:17

57 TEP Schedule H-3

58.]ones Direct 49:17

111-1
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1

2

whether it is solely the lamp wattage or if a ballast load is included." Staff suggests the

Company address this issue in its rebuttal tes ony;

3

4 Q.

5

Does Staff agree vw'th the rate changes that the Company has proposed for the

Lighting Service rate?

6 A.

7

8

9

1 0

1 1

1 2

Revised Schedule G-1 indicates the lighting class has a return of -13.61 percent compared to

a total system return of 5.52 percent.60 After the Company's proposed increase the class will

still have a negative return.61 Due to the existing very negative return of the Lighting class it

may take several cases to move the Lighting class towards parity width the other rate classes

Consistent with Staffs revenue allocation for the Residential class, Staff is proposing an

increase of $1.377 nni]]ion°2 for the Lighting class as compared to the Co1:npany's proposed

$1.246 million increase°3.

13

1 4 Intevrnlbtilnle Rates

15 Q. Please describe the Company's interruptible rate propose?

16

17

A. Based on the Company's testi1:nony"' and the tariff sheet provided, the Company is not

proposing any significant changes in existing interruptible Rider-12.

1 8

1 9 LJMM

20 Q. Please describe the Colnpany's proposal for Lifeline customers?

2 1 A.

22

23

In its last rate case, the Company began a transition to the inclusion of Lifeline customers on

existing residential rates but with a Fixed Lifeline discount. Under this concept, Lifeline

customers can easily determine their discount and the impact on their bills if their Financial

59 Exhibit CA]-4 ScheduleLTG
60 TEP Revised Schedule G-1, line 36
61 TEP Revised Schedule G-2, line 35
62 StaffConfidentialExhibitHS-4, page 1, line 36
63 Staff Confidential Exhibit HS-4, page 4, line 6
"Jones Direct 57:3

Ill
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l

2

3

4

5

situation were to improve. The existing $9.00 Lifeline discount for these Lifeline customers is

s`m1p1e to understand and ad1ninister.65 However, there are still legacy Lifeline customers

(some dating from the mid 1990s with substantial discounts) and there are multiple

configurations of the Lifeline discount (27).66 The Company is proposing to increase the

discount to $15.00 and further consolidate the 27 rates to Eve available to new and existing

6

7

8

9

customers and 5 that would apply to existing customers.°7 For existing frozen Lifeline rate

customers, the Company is proposing to use a Hat monthly $15 discount" from the standard

residential rates and in some cases also reduce the Basic Service Charge in order to

approximate the existing subsidies and limit the increase to an amount similar to non-Lifeline

1 0 Cl1StOII1CIS.69

l l

1 2 0 What is the value/cost of the Lifeline discounts?

1 3 A.

1 4

The Company estimates the discounts totaled $1,798,110 during the Test Year for nearly

15,000 Lifeline custorners.70

1 5

1 6 • Do e s  S ta ff s u p p o r t  th e  Life lin e  p ro p o s a l?

1 7 A.

1 8

1 9

20

2 1

22

In keeping with Staffs long-tenn plan for rate design, the Staff supports the Co1:npany's

Lifeline proposal subject to a few concerns.

The impact on Lifeline custornems of any rate change is dependent on the level of

residential rate change and the structure of the residential rates. Staff recommends

that the validation of the Lifeline impact and the required discounts be performed

after the revenue allocation and residential rate design is Finalized.

23

65 Jones Di rec t  58:10

66 Jones Direct 58:15

67_Jones Direct 57:20

68Jones Direct 57:26

69 Jones Di rec t  59:3

70.]ones Di rect 58:4

Q

Q
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1 The Company should "prove out" that the level of Lifeline discounts after the

Finalized changes in rates is at or above the Test Year value.2

3

4

5

6

The roster of Lifeline customers should be examined, and any existing Lifeline

customer who would be better off (on an annual basis) on the Hat monthly discount

should be moved to the new Lifeline discount rate.

7

8 Dzlrtributed Generation

9 Q. Is the Company proposing that all DG customers move to a three part rate?

1 0 A. Yes. The Company argues that DG customers are partial requirements customers and the

11 easting two-part rate design is inappropriate for this service."

1 2

13 Q. Should residential DG customers be moved to the Residential Electric Service

1 4

1 5

Demand (Res-D) or Residential Time-of-Use Demand (RES TOU-D) rate at the

close of this case as requested by the Company?

1 6

1 7

1 8

1 9

20

No. Consistent with Staffs long-term rate design plan, the actions taken behind the meter of

any customer are not the sole determinant of which rate the customer must use. Staff is

awaiting the Commission's decisions in the UNS case (15-0142) and the Value and Cost of

Distn'buted Generation case (14~0023) and may update its position on the appropriate rate for

DG customers in rebuttal or later at hearing.

2 1

22 Q.

23

What is the Company's proposal for excess energy produced by distributed generation

and fed back into the Company-'s system?

24 A. The Company has proposed a new net meteringrider that allows customersvn'th DG to sell

25 monthly excess energy production to the Company at the Renewable Credit Rate." This

71 Dukes Direct 5:8
72 Dukes Direct 4:26 and Tillman Direct 10:13

A.



4

Direct Rate Design Testimony of Howard Solganick
Docket Nos. E-01933A-15-0322 et al.
Page 41

1

2

3

proposal would apply to all customers who submitted a completed application after ]ume 1,

2015," while existing DG customers (and applications submitted before June 1, 2015) would

stay on the current rider for up to 20 years from the date of approval."

4

5 Q. Does the Company's proposal eliminate the banking option for new DG customers?

6 A. Yes. The Company proposes to pay for energy received with a monthly bill cred.it.75

7

8 Q. How is the Renewable Credit Rate ("RCR") defined?

9 A.

1 0

1 1

The Company proposes a RCR of 5.84 cents per kph, which it argues is equivalent to the

most recent utility scale renewable energy purchased power agreement connected to the

distribution system. The project in question is due for completion in 2015.76

1 2

1 3

1 4

1 5

The Company indicates that it would file an annual RCR update similar to the existing Market

Cost of Comparable Conventional Generation when it makes its annual REST Blind based on

the most recent comparable utility scale purchased power agreement for renewable energy."

1 6

1 7 Q.

1 8

Is a utility scale photovoltaic facility a reasonable proxy for the value of energy

provided by photovoltaic DG?

1 9 A.

20

2 1

22

The Company argues that a utility scale photovoltaic facility is a reasonable proxy for

photovoltaic DG because it has similar production characteristics (seasonality, time of day

and response to weather). If the procurement of the utility scale energy is from one or more

independent suppliers, then the resulting price is a reasonable estimate of the market value at

vo DukesDirect 4:21 andTillman Direct10:20
74Dukes Direct 4223
15 Dukes Direct4:27
76Tillman Direct 9:14
17 Tillman Direct 10:6
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1 that approximate location at that point in time and for the period of the Purchase Power

2 Agreement ("PPA") .

3

4

5

6

7

Excess energy from a photovoltaic DG installation is not entirely representative of a utility

scale PV facil i ty because the DG customer is prov iding the net output equal to the

photovoltaic output less any energy consumed by the customer and therefore may have a

deliveryproEle different from a utility scale facility.

8

9 Q. Did the Company perform a system loss study?

1 0 A. Yes. as

11

1 2

The Company prov ided a summary of its detailed loss study78 (classif ied

competitively sensitive) that is based on identifying different stages in the transmission and

distribution system including transformer losses.

13

1 4 Q. Should the purchase price for excess DG energy be adjusted for losses?

1 5 A. Yes. Most of the energy the Company generates or purchases should be assumed to transit

1 6

1 7

1 8

1 9

20

the Company's transmission system, and for most customers the Company's distribution

system. A portion of the energy consumed by a distribution customer is lost from the point

of generation to the ultimate customer. Since it is likely that energy is provided by a DG

customer to nearby neighbors, losses should be added to the RCR. Based on the Company's

loss study sunnnnary losses could be substantial (value not included due to confidentiality) .

2 1

22 Q. What other potential savings and costs are due to the existence of DG?

23

24

There may be saplings in Transmission charges; however, the Company has not addressed this

issue. Other parties to this case may be able to add to the record in this area.

25

78 CONFIDENTIAL TEP Response to STF 1.35

A.

III
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1

2

3

4

5

Some participants may consider savings &om deferred or avoided distribution investment. In

the on-going UNS case, the Company has identif ied a TEP substation" as a possible

preferred location for the installation of solar generation along with supporting technologies.

If DG can be shown to defer or eliminate required distribution investment, DG customers

that provide the needed "support" should receive a locational adder.

6

7 Q. Does Staff have a recommendation as to how to determine the value of excess energy?

8 A.

9

1 0

1 1

1 2

13

It is early in this rate case proceeding and many interested parties have not yet Bled their

positions on the value of excess energy. Commission Docket No. E-00000J-14~0023, which

is intended to examine the value and cost of DG, will continue to provide useful information

to the parties in this rate case. Therefore, for the time being, Staff does not propose any

chzmges to the existing net metering tariff or waivers of the net metering rules but it may

update its position in its Surrebuttal testimony or later at the hearing in this case.

1 4

1 5

1 6

1 7

Staff does oppose the Company's reliance on a single Purchased Power Agreement to

establish the RCR and also opposes at this time any change in net metering absent the

adoption of three-part rates, subject to decisions in the Commission's value and cost of DG

docket.1 8

1 9

20

2 1

22

23

24

25

Staff notes that in the various cases at this time that the Company and solar industry

interv eners propose that ex ist ing DG solar customers as of  a speci f ied date be

"g1:andfathered". During those proceedings, Staff has offered a number of proposals

intended to mitigate the impact on existing solar customers. Staff is not necessarily opposed

to some form of grandfathering as a mitigation factor, but is concerned that any font of

grandfathering must clearly define the elements of the current rate design that are included in

79 UNS Response to STF 2.034
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1

2

3

4

5

6

7

grand fathering (such as basic service and energy charges which change after each rate case),

establish a fair and reasonable date for delineating which DG customers are grandfathered

define how long a facility is grandfathered based on lifespan or other factors such as return

on investment, and not impede the Cornrnission's ability to address rates for these customers

in the future. The decision should also close the window on future grand fathering of newer

vintage facilities and allow future Commissions the ability to revisit gandfa&eMg at each

subsequent rate case.

8

9 .Yervice Fee Change:

1 0 Q. Please describe the changes proposed by the Company to the TEP Electric Statement

11 of Charges?

1 2 A.

13

The table below details the changes the Company is proposing. The Company is requesting a

new charge for Consumption History Request and Interval History Request on an hourly

1 4 basis:8°

1 5

to Exhibit CA]-3 Original Sheet 801 and Jones Direct 70:9



De s c rip t io n
Rate

TEP's Proposed
Rate

Service  Transfe r Fee $20.00 $26.00
Eustorner-RelatedMeter Re-read $20.00 $26.00

I g a Customer Self-Readsu
4 Fee (inclSpecialMeter Rea $20.00 $26.00

Service Establishment, Reestablishment or Reconnection of
Service under usual operating procedures During Regular
Business Hours - Single-Phase Servlce

$32.00 $38.00

Service Establishment, Reestablishment or Reconnection of
Service under usual operating procedures After Regular
Business Hours (includes Saturdays, Sundays and Holidays) -
S' Le-Phase Serviceu

o

$57.00 $61.00

Service Establishment, Reesfablishrnent or Reconnection of
Service under usual operating procedures During Regular
Business Hours - Three-Phase Service

$78.00 $129.00

Service Establishment, Reestablishment or Reconnection of
Service under usual operating procedures After Regular
Business Hours (includes Saturdays, Sundays and Holidays) -
Three-Phase Service

$216.00 $271.00

Service Reestablishment under other than usual operating
procedures Gncludjng Automated Meter Opt-Out Set-Up
Fee) - Single Phase Service

$150.00 $187.00

|
-Single-Phase Line Extension Char per Foot $17.00 $17.00

Three-Phase Line Extension Charge per Foot $27.00 $27.00
» .I r FootUnder fund Differential Line Extension Charge $21.00 $21.00

PME Switch Ar Cabinet|0 $20,500.00 $20,500.00
Mete r Tes t $186.00 $211.00
Returned Pa endFee $10.00 $10.00

I ant Finance CharLate Pa nI 1 .5%
Residential Solar - Company Owned Program Processing
Fee

$250.00 $250.00

Y vConsumptionHisto Requestand Interval Histo Request $65.00 an hour

'I
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1

2 Q. What did you find during your re(view of the cost support data for these charges?

3 A.

4

The Company provided a worksheet detailing the underlying costs for each of these charges."

The information provided supports the Co1:npany's request except as detailed below.

5

al UDR 1.001 2015 TEPService F€€S.X1SX

\lIIIl
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l Q. What did you End during your review of the cost support data for the Service

Establishment after Regular Business Hours Three Phase charge?2

3 A. The Service Establishment Regular Business Hours Three Phase entails 1 hour of a

4

5

6

7

Metering journeymen compared to perfonnning the work after hours using 2 hours of a TEP

Lineman. The Company should explain why a Lineman is used for the after hours work

when a REP Metering Journeyman can perform the task After Hours - Single Phase for 1.5

hours. The data would indicate that a TEP Metering Journeyman is available after hours and

8

9

may have different work mies.

10 Q.

11

What other concerns do you have with the Consumption History Request and Interval

History Request charge?

12

13

14

15

16

17

18

There appears to be some confusion as to when this charge will be applied. The Company

states this charge will apply only after the first time a customer requests interval data, but this

is not clear on the Statement of Charges." Also, this charge should not apply if the Company

develops a means to allow customers to look up or request their usage information online or

through a mobile application that does not require the work of an employee. Finally, Staff

recommends that this charge not apply to MGS customers for a period of six months after

the mandatory transition of MGS customers.

19

20

21

Q. Is the inclusion of Automated Meter Opt-Out Set-Up within the classification of

Service Reestablishnnnent under other than usual operating conditions appropriate?

22 A. No. The proposed charge of $187 for the Automated Meter Opt-Out Set-Up Fee has been

23

24

25

set assuming "other than usual operating procedures". Changing the meter for an Opt-Out

customer, which entails setting a digital meter that does not transmit data wirelessly, does not

have to be done as a special event and can be scheduled during normal working hours.

82 JonesDirect 74:20

A.
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1

2

Therefore, the charge should be the proposed $38 for Service Establishment,

Reestablishment or Reconnection of Service under usual operating procedures During

3 Regular BusinessHours to reflect this situation.

4

5 B19/-T/Jmugb

6 Q. Please describe the Experimental Rider 14 "Buy-Through" proposal submitted by the

7 Company?

8 A.

9

The Company was required to introduce the "Buy-Through" as a result of a settlement during

the merger process," but the Company does not support this tariff change."

10

11 Q. Wham is the Staff position on the "Buy-Through"?

12 A.

13

14

Because the Company is not supporting this concept, there is no record describing the

benef its to non-pmticipati .ng customers. Staf f  does not object to a "Buy-Through"

mechanism if there are no adverse impacts and no costs to all other customers. Staff is

15

16

17

18

19

concerned that Buy-Through customers may return when the market becomes tight

(expensive) and thus impact customers that did not or could take advantage of the Buy-

Through provisions. Staff opposes recouping any allegedly lost Buy-Through revenue and

likewise opposes any deferral of allegedly lost Buy-Through revenue. This opposition to

recouping lost incremental revenues extends to the use of the LFCR for that purpose."

20

21 Staff looks forward to reviewing testimony in support of the "Buy-Through" by other parties.

22

83 Jones Direct 61:18
"Jones Direct 61:23
as Jones Direct 80:4
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1 AMI Op:-Our

2 Q. What is the AMI Opt-Out?

3 A. Some customers have raised concerns about the use of meters that transmit data wirelessly

4

5

6

back to the Company. These customers wish to retain their existing mechanical meters,

which would then require the Company to read the meter by travelling to the Opt-Out

customer's premise, which raises the costs of serving these customers compared to all odder

7 customers o

8

9 Q. Is the retention of mechanical meters for Opt-Out customers appropriate?

1 0 A.

1 1

No. A11 customers can benet from the information provided by AMI meters that record

interval data. Mechanical meters cannot provide the data required for, and the potential

1 2 benefits of, new rate forms and the information that a customer can use to manage their

13 ever us and intense .by age

1 4

1 5 Q. Is there an alternative that deals with the concerns and provides the interval data for

1 6 new rate forms?

1 7 A.

1 8

1 9

This issue was raised informally with the Company and it suggested a solid-state meter with

recording capabilities, which accumulates but does not transmit infom1ation.86 The Company

would read the interval data by visiting the customer's premise monthly.

20

21 Q. What is Staffs recommendation?

22 A.

23

24

25

If a customer decides to Opt-Out, the Company should install a non-ttansrnitting recording

device and read that meter monthly. Because the number of Opt-Out customers is expected

to be small and geographically dispersed, the costs of the monthly meter reading should be

the Special Meter Reading Fee that requires a premise visit. The costs of the new meter

so Email from Brenda Pries dated 11/23/15 at 11:30 AM

IHIII l
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l

2

3

4

5

6

installation should be recouped from the customer requesting this non-standard meter (at the

proposed $38 for Service Establishment, Reestablishment or Reconnection of Service under

usual operating procedures During Regular Business Hours) along with the monthly reading

costs (at the proposed $26 Special Meter Reading Fee). Staff will monitor the number of

special read customers to determine if the Special Meter Reading Fee remains appropriate as

the number of customers using the Opt-Out develops.

7

8 Economic Development

9 Q . Please describe the economic development program proposed by the Company?

10 A.

11

12

13

14

The Company is proposing an Economic Development Rider 13 ("EDR") for current or

potential commercial or industrial customers that meet certain economic development criteria

within the Company's service area. The EDR will be available to customers with a projected

peak demand of 1,000 kW or more and a load factor of 75 percent or higher. Discounts

would decline over a five-year period. New load would be limited to 50 MW.87

15

16 Q. What reasons did the Company provide as support for the EDR program?

17 A.

18

The Company argues that its service territory has been slow to recover from the economic

downturnpost 2007.88

19

20 Q. What are the specific qualifications to obtain the EDR?

21 A.

22

The EDR qualifications are linked to existing Arizona state tax credit programs, which appear

to be designed to create new in-state above median wage jobs vldth healthcare beneHts.89

23

av Dukes Direct 31:9
as Dukes Direct 30:3
89 Dukes Direct 31:20
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1 What levels of discount are offered?

2

Q .

A.

3

4

For economic development (requires the building of new facilities), the discount starts at 20

percent and declines to 2.5 percent. For economic redevelopment (occupying vacant

facilities), the discount starts at 50 percent and declines to 5 percent.90

5

6 Q. How "dll the discounts be recouped?

7 A. The Company's proposal did not address this issue. Staff explored this question in a data

8 request. The Company responded that most of the revenues will reduce incremental

9

10

11

12

revenues between rate cases, and will not be included in a cost of service analysis. The

Company expects to include these additional customers and/or loads in any future rate

proceedings by applying the applicable retail rate when establishing test year adjusted

revenues. Therefore, no subsidy or discount will be allocated to any other customer or rate

13 Cl2S5_91

14

15 Q. Will existing customers be protected from the impact of new capital expenditures?

16 A.

17

18

19

The Company's proposal did not address this issue. Staff explored this question in a data

request. The Company responded that the present nlles and regulations approved by the

Commission governing line extensions and new services would apply equally to these new

customers or incremental loads."

20

21 Q-

22

At present the Commission is encouraging energy efficiency so isn't the EDR

program the direct opposite because it will increase energy sales?

23 A.

24

Conceptually, electric emery efficiency programs have not focused on limiting the increase in

new customers but focused on increasing the eff iciency of energy usage. Economic

90 Dukes Direct 32:6
91 TEP Response to STF 1.17
92 TBP Response to STF 1.18
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1

2

3

4

development rates can increase the number of employers, employees and maybe machinery

and are expected to provide economic benefits within the utility's service territory. The

Company's EDR program is geared towards the reuse of vacant facilities, which have some

existing unused (or underused) electdcal distribution capacity. Although EDR customers are

5 proposed to be on a standard rate schedule with a discount, if the Commission is concerned

6

7

about load growth, requirements could be added, such as using only time-of-use rates and/or

interruptible service.

8

9 Q. What is Staffs recommendation for the EDR?

10 A.

11

The proposed EDR has limits and is biased towards existing facilities. The Company should

address the potential impact of new energy requirements for the incremental load in its

12 rebuttal. Assuming that the energy costs are not significant, then Staff supports this limited

13

14

15

(volume and mc) program to increase employment in the service territory. Staffs support

does not extend to any request for recoupment of the lost incremental revenues absent a

supporting record in some future proceeding.

16

17 LOST FIXED COST RECOVERY

18 Q. What purpose does the LFCR mechanism serve?

19 A.

20

The LFCR mechanism, as approved by the Commission, serves to compensate the Company

between rate cases for the revenue lost by the Company's compliance with established

21 requirements for EE and DG.

22

23 Q . What is your experience with the LFCR mechanism in Arizona?

24 A.

25

26

On behalf of Staff, I sponsored the LFCR mechanism in the Arizona Public Service ("APS")

rate case (Docket No. E-01345A-11-0224), the TEP rate case (Docket No. E-01933A-12-

0291) and the last UNSE rate case (Docket No. E-04204-12-0504).

u I

l l_ l l IIIII l



Direct Rate Design Testimony of Howard Solanick
Docket Nos. E-01933A-15-0_22 et al.
Page 52

1 Q. What has been the impact of the LFCR mechanism on the Company's customers?

2

3

4

"The combined EE and DG surcharge from the Erst TEP LFCR Blind was approximately 0.7

percent and the 2015 LFCR Blind resulted in approximately a 0.4 percent incremental

increase for a total adjustment of approximately 1.1 percent."93

5

6 Q. Please describe the Company's LFCR proposal in this proceeding.

7 A.

8

The Company's LFCR proposal is to change the established LFCR mechanism to increase

the revenue recovered due to the effects of energy efficiency and distributed generation"

9

10 Q. What is the revenue impact of the Company's proposed changes to the LFCR

11 mechanism?

12 A.

13

14

15

16

The Company estimates the impact of the recovery of generation costs and 100 percent of

the demand costs to be approldmately $13,000,000.95 "However, based on the data

supporting the 2015 LFCR Blind, the Company estimates that the incremental LFCR increase

for including generation costs would have incrementally increased the total LFCR adjustment

by an additional 1.7 percent to a total adjustment of 2.8 percent."°°

17

18 Q.

19

What changes is the Company proposing that will affect the presentation on the

customer's bill?

20 A.

21

Presently, the uti l i ty is required to show the EE and DG components of  the LFCR

mechanism on the bill as two separate items. The Company is proposing to combine the two

22 items into a single line item."

23

93JonesDirect 80:23
94 Jones Direct 77:22
95 ]ones Direct 78:19
96_]ones Direct 80:27
97 ]ones Direct 80:10

A.
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1

2

The Company is also asking for permission to no longer offer the Fixed Cost Option in the

LFCR mechanism."

3

4 Q.

5

What portions of the Company's proposal to modify the LFCR mechanism do you

recommend that the Commission accept?

6 A.

7

I support the Company's proposal to remove the Fixed Cost Option from the LFCR because

no customer has used that option at the Company" or at the Company's afEliate UNSW".

8

9 Q.

1 0

What portions of the Company's proposal to modify the LFCR mechanism do you

recommend that the Commission not accept?

1 1 A. The Commission should not accept the proposals that will increase the revenue impact on

1 2 customers including:

13

1 4

1 5

1 6

Allowing the Company to receive recovery for generation costs

Increasing the recovery for distribution demand costs from 50 percent to 100 percent

Increasing the cap on recovered costs allowed for each year from 1 percent to 2

1 7

1 8

1 9

percent

Using the LFCR to recoup lost revenues resulting from any Alternate Generation

Services ("Buy Through")

20

2 1

22

23

24

Further, the Commission shod not accept the change proposed by the Company to

combine the EE and DG portions of the mechanism on the customer's bill as that provision

was originally implemented by the Commissioner and serves to highlight for the customer the

relative impacts of EE and DG, which affect different customer subclasses.

as Jones Direct 79:18
99 ]ones Direct 79:19
100 UNS Filing 15-0142 Jones Direct 77:15
101 July 11, 2013, Open Meeting
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1 Q.

2

Why should the Commission reject including generation and purchased power in the

LFCR mechanism?

3 A. an

4

5

6

Purchased power is fungible and is not affected if energy is delivered to a new customer,

existing customer using slightly more energy, an economic development customer or sold off-

system. Therefore, the Company has many opportunities to adjust its energy supply.

Further, the impact of this change would more than double the effect of the LFCR.

7

8 Q. What is the Company's forecast for sales?

9 A.

10

11

12

13

The Company's Finn Load Obligations (System Coincident Peak Demand (my)) shows

increasing requirements in Net Retail Demand (which is net of DG and EE).1°Q The load

forecast shows a trend of increasing total numbers of customers and the reference case

(without the effects of EE and DG) shows increasing sades to retail customers.'°4 The

Company's Firm Wholesale Requirements are also forecasted to increase starting in 2017.105

14

15

16

The Company has released its 2016 Preliminary Integrated Resource Plan. The Preliminary

The weather2016 IP is forecasting continued increases in the number of customers.1°'

17

18

19

20

21

22

normalized Retail Energy Forecast indicated "While use per customer is expected to remain

weak over the near term, the largest impact on near-tenn sales is the anticipated curtaikinent

of copper mining operations recently announced by TOP's largest retail customer." And

"After 2020, sales growth is dominated by residential and commercial sales but at a pace

below historical average."1°7 " [peak] demand is expected to drop in 2016. This is largely

attributed to the mining class. Afterward, TEP's retail peak demand is expected to grow over

102 TEP 2014 Integrated Resource Plan Table 4 (page 28)
103 TEP 2014 IntegratedResource Plan Chart 10 (page 49)
104 TEP 2012 Integrated Resource Plan Chart 12 (page 52)
105 TEP 2014 Integrated Resource PlanTable 6 (page 56)
106 TEP 2016 Preliminary Integrated Resource Plan Chart 3 (page 26)
107 TEP 2016 Preliminary Integrated Resource Plan Chan 5 (page 28)
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1

2

3

4

time."108 After a decrease from 2017 to 2018, firm wholesale requirements are expected to

rise through 2021.109 Table 3, which includes the reductions in load due to the impact of

distributed generation and energy efficiency, indicates increasing Total Retail Customers,

Residential Sales Growth, Commercial Sales Growth, Retail Demand."0

5

6 Q-

7

Could the proposed EDR and the Company's LFCR changes create a situation where

some generation could be double collected?

8 A.

9

1 0

1 1

1 2

1 3

Yes. The Company is proposing an economic development rate in this case that if successful

would increase energy sales, peak demand and revenue. In an unusual twist, if the Company's

proposal to include generation in the LFCR mechanism is approved, the Company could bill

existing customers for the generation costs within the LFCR mechanism, redirect the

generation (energy and capacity) to a new customer attracted by the proposed economic

development rates and effectively double collect on that load.

1 4

1 5 Q.

1 6

Why should the Commission reject increasing from 50 percent to 100 percent the

distribution demand component in the LFCR mechanism?

1 7 A.

1 8

Distribution costs are not as fungible and some distribution assets cannot serve other

customers within the short term. Therefore, a reduction in per customer sales may result in a

1 9 shortfall in revenues to cover distribution fixed costs. The  LFCR a dopte d by the

20

21

Commission provides a mechanism to recapture the portion of distribution costs that are

collected on a volumetric (per kph) basis. Some of the Company's rate schedules collect

22 distribution costs using demand charges, which will remain constant or change slower than a

23 straight volumetric rate.

24

10s TEP 2016 Preliminary Integicated Resource Plan Chart 7 (page 29)
109 TEP 2016 Preliminary Integrated Resource Plan Table 2 (page 30)
110 TEP 2016 Preliminary Integrated Resource Plan Table 3 (page 31)
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1 Q.

2

Why should the Commission reject increasing from 1 percent to 2 percent the cap in

the LFCR mechanism?

3 A. If the Commission does not accept the Company's proposed changes to the LFCR, then the

4 increase in the cap is not necessary.

5

6 Q.

7

Why should the Commission reject using the LFCR mechanism to recoup lost

revenues resulting from Alternate Generation Service ("Buy Through")?

8

9

1 0

It would  be

11

Alternate Generation Service is not available to all customers and it appears that the benefits

would How through to those customers able to use "Buy Through".

inappropriate to charge all customers for benefits that accrue przinnaldly to a select few

customers.

12

13 Q. Does this conclude your direct testimony?

14 A.

A.

Yes, it does.



n L r .

Direct Testimony of Howard Solganick
Docket No. E-0 l933A-15-0322

Exhibit HS-1

Testimony - Howard Solganick

Arizona Corporation Commission
Case - UNS Electric Docket No. E-00000J-14-00023 (February 2016)
Client - Staff of the Arizona Corporation Commission
Scope - Testimony covered the value and cost of distributed generation and other related issues.

Case - UNS Electric Docket No. E-04204A-15-0142 (November 2015 and December 2015)
Client - Staff of the Arizona CorporationCommission
Scope - Testimony covered cost of service, revenue allocation, rate design, revenue decoupling and other
related issues.

Case - UNS Electric Docket No. E-04204A-12-0504 (June 2013 and July2013)
Client - Staff of the Arizona Corporation Commission
Scope - Testimony covered revenue decoupling, cost of service, revenue allocation, rate design and other
related issues.

Case - Tucson Electric Power Company Docket No. E-01933A- 12-0291 (December 2012 and January
2013)
Client - Staff of the Arizona Corporation Commission
Scope - Testimony covered revenue decoupling, cost of service, revenue allocation, rate design and other
related issues.

Case - Arizona Public Service Company Docket No. E-01345A-11-0224 (November and December
2011)
Client - Staff of the Arizona Corporation Commission
Scope - Testimony covered revenue decoupling, cost of service, revenue allocation, rate design and other
related issues.

Public Service Commission of Delaware
Case - Delmarva Power & Light Company Docket No. 10-237 (October 2010)
Client - Staff of the Delaware Public Service Commission
Scope - Testimony covered cost of service, revenue allocation, rate design and other relatedissues
including revenue stabilization and miscellaneous charges.

Case - Delmarva Power & Light Company Docket No. 09-414 (February 2010)
Client - Staff of the Delaware Public Service Commission
Scope - Testimony covered cost of service, revenue allocation, rate design and other related issues
'including revenue stabilization and weather normalization.

Case - Delmarva Power & Light Company Docket No. 09-277T (November 2009)
Client - Staff of the Delaware Public Service Commission
Scope - Testimony covered an analysis of a straight fixed variable rate design for small gas customers and
implementation issues.

Case - Delmarva Power & Light Company Docket No. 06-284 (January 2007)
Client - Staff of the Delaware Public Service Commission
Scope - Testimony covered cost of service, revenue allocation, rate design and other related issues
including revenue stabilization or normalization.

1
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Georgia Public Service Commission
Case - Atlanta Gas Light Company Docket No. 31647 (August 2010)
Client - Public Interest Advocacy Stair of the Georgia Public Service Commission
Scope - Testimony covered revenue forecast, cost of service, revenue allocation, rate design and other
related issues.

Case - Athos Energy Corporation Docket No. 27163 (July 2008)
Client - Public Interest Advocacy Stay of the Georgia Public Service Commission
Scope - Testimony covered rate design and other related issues.

Jamaica (West Indies) Office of Utility Regulation
Case - Electricity Appeals Tribunal (August 2007)
Client - Jamaica Public Service Company, Ltd.
Scope - "Witness Statement" on behalf of the Jamaica Public Service Company Limited. This Statement
covered issues relating to recovery of expenses incurred due to Hurricane Ivan.

Maine Public Utilities Commission
Case - Northern Utilities, Accelerated Cast Iron Replacement Program Docket No. 2005-813 (2005)
Client - Public Advocate of the State of Maine
Scope - Testimony covered an analysis of the proglram's economics and implementation.

Public Service Commission of Maryland
Case - Chesapeake Utilities Corporation Case No. 9062 (August 2006)
Client - Office of the Maryland People's Counsel
Scope - Testimony covered cost of service, rate design and other related issues.

Case - Baltimore Gas & Electric's (1993)
Client - As president of the Mid Atlantic Independent Power Producers
Scope - Testimony covered BG&E's capacity procurement plans.

Michigan Public Service Commission
Case - Consumers Energy Company Case No. U-15245 (November 2007)
Client - Attorney General Michael A. Cox (Don Erickson, Esq.)
Scope - Testimony covered cost of service, rate design and revenue allocation.

Case - Consumers Energy Company Case No. U-15190 (July 2007)
Client - Attorney General Michael A. Cox (Don Erickson, Esq.)
Scope - Testimony covered issues related to Consumers Energy's gas revenue decoupling proposal.

Case - Consumers Energy Company Case No. U-15001 (June 2007)
Client - Attorney General Michael A. Cox (Don Erickson, Esq.)
Scope - Testimony covered issues related to Consumers Energy and the MCV Partnership.

Case - Consumers Energy Company Case No. U-14981 (September 2006)
Client - Attorney General Michael A. Cox (Don Erickson, Esq.)
Scope - Testimony covered issues relating to the sale of Consumers interest in the Midland Cogeneration
Venture.

2
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Case - Consumers Energy Company Case No. U-14347 (June 2005)
Client - Attorney General Michael A. Cox (Don Erickson, Esq.)
Scope .- Testimony covered cost of service and revenue allocation

Missouri Public Service Commission
Case - AmerenUE Stone Adequacy Review (July 2008)
Client - KEMA/AmerenUE
Scope .- Oral testimony covered KEMA's review of AmerenUE's system major stone restoration efforts

Case - Veolia Energy Kansas City, Inc. File No. HR-2011-0241 (September 2011)
Client - City of Kansas City, Missouri
Scope - Testimony covered various aspects of the Company's tariff provisions and the impact on the city
of Kansas City

New Jersey Board of Public Util it ies
Case - Cogeneration and Alternate Energy Docket # 8010-687 (1981)
Case - PURPA Rate Design and Lifeline Docket # 8010-687 (1981)
Case - Atlantic Electric Rate Case - Phases I & II Docket # 822-116 (1982)
Case - Power Supply Contract Litigation - Wilmington Thermal Systems Docket # 2755-89 (1989)
Case - NJBPU Atlantic Electric Rate Case - Phase II (1980-81) Docket #7911-951 (Before the
Commissioners of the New Jersey Board of Public Utilities)
Client - Employer was Atlantic City Electric Company
Scope - The cases listed above covered load forecasting, capacity planning, load research, cost of service
rate design and power procurement

Public Utilities Commission of Ohio
Case - The Application of Ohio Edison Company, The Cleveland Electric Illuminating Company, and
The Toledo Edison Company Case 07-551 -EL-AIR (January 2008)
Client - Ohio Schools Council
Scope - Testimony covers issues related to rate treatment of schools

Case - The Application of the Columbus Souther Power Company 08-917-EL-SSO and the Ohio Power
Company Case 08-918-EL-SSO (October 2008)
Client - Ohio Hospital Association
Scope - Testimony covers issues related to rates for net metering and alternate feed service and related
treatment of hospitals

Pennsylvania Public Utilities Commission
Case - York Water Company Docket No. R-00061322 (July 2006)
Client - Pennsylvania Office of Consumer Advocate
Subject - Testimony covered cost of service, rate design and other related issues, also supported the
settlement process

Case -. Pennsylvania- American Water Company Docket No. R-2008-232689 (August 2010)
Client - Municipal Sewer Group
Subject - Tes ony covered capacity planning, construction, treatment of filhlre load and associated
revenue, cost of service, rate design, capacity fee and other related issues

Ill lm
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Case - Pennsylvania- American Water Company Docket No. R-2008-232689 (August 2008)
Client - Municipal Sewer Group
Subject - Testimony covered cost of service, rate design, capacity fee and other related issues, also
supported the settlement process.

Public Utilities Commission of Texas
Case - Determination of Hurricane Restoration Costs Docket No. 36918 (April 2009)
Client - CenterPoint Energy Houston Electric, LLC
Subject - Testimony covered the reasonableness of the client's Hurricane Ike restoration process for an
outage covering over two million customers and a restoration period of 18 days
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Plg4 4of4

2015 CCcS Chun TOTAL
RESIDENTIAL

SERWCE UGHTING

TOTAL
RESIDENTIAL

senvncs

GENERAL
SERVICE

SMALL
GENERAL
SERVICE

D
Lonee

hEr£RAI.
SERVKIE
LARGE

GENERAL
SERVICE2011  ocuscnmu

a n - ( wa n n a - z
2015 OCt
%°n¢w2o1s
2011 CCQS
as of TOTAL
% Change2015 vo. 2011
Hi l l  1
Rztlo 2

9,020,707,811
1.ooo

s,aaz,101,041
1 .too
_3_3*

:a_ss1,120,9:42
o.4us

a,as1,a
0.411
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it( ,see

1,839,512,458
o.zo4

2. 1T9,1 aa.280
0.2s4

-l5.8%
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1.222,821 ,514
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20.9%

LIGHTING

aa.s4n,ass
0.004

a1,4ao,190
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4.0%

!¢Mol C III1»  (G-2)
zmsocus
%°1TaaI 2o15
2011 ccus
%ofTOTRL
% Chang; 2015vs. 2011
Rllio 1
Rl i o2

5,301 ,152
1.000

5,112,717
1.000

3.7%

4,824,515
0.872

4,423,307
o.aes
4.5%

4e0,a77
u.os1

44e,saa
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s.ses I
o.uu2 I
7,445 I
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211
21 z
21 a
214
215
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211
219
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224
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p a
zz1
I a
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1:1
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1 :4
235
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* Nr Tool 2015
2011 CCUS
% of TOTAL
95 Change 2015 vs. 2011
R800 1
nana 2

790

B79
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.1a.1%
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CONFIDENTIAL TEP REVISED CCOSS Compallacns EXEC REVIEW 180513 HS-2 Ind H$8.li!X EdlbN HS-2
BI16/162'34 PM



Ar

E1d\lbR ns-a

A B c GUNE CCoSS Cumplriaans

2015 CCGS Cllltit
nsvIsso lsxuhn G-1)

Tan Ratlban
% d Tulsa Ratebase

TOTAL

$2,104,677,891
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SERVICE

GENERAL
SERVICE

D
LARGE

GENERAL
SERVICE LIGHTING

$1.2o5.ss5.aaa
51.3%

s444.aos,100
21.1%

$214.240,229|
10.2%

$17,a02,s9s
0.8%

Tool Opuitlng Ravenna
% of Total Sales

$95a,aa9,144 $431,971,346
45.1%
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28.1%

s114,10a,1ao
11.9%

$4,9867796
05%

5842,650,381 s455,1a7,a52
54.0%

$189,313,717
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$100,248,300
11.9%

$7,321,251
0.9%

$116,218,783
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42a,21e,aos $ss,sae,a91 $13,854,830 42,354,455

Tool Op\ra\lng Exponua
% of Operating Experts

Uvurtlna Ineomo

Ran Qr R*llm
UROR

kph S d -

-1 .pa%
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4,0s7

5.47%
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9,020,707,874 3,851 _120,ss2
40.5%

885,376.25
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441 ,808.a7
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3B,564.58
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17.27225
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$1 .519.073.352
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SERVICE

SMALL
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5738,889,476
48.6%
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20.2%

$182,758,071
12.0%

582,433,877
5.4%

Tull oponllng Rlvinul
% of Tana: Salsa

$842,583,379 $319,166,672
45.0%

$238,207,319
28.3%

$103,539,944
113%

84,055,055
(15%

$813,648.117 $aa2,11e,98a
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21 .6%
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12.6%
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1.7%

Total ODIFINM Emma
% d Operating Expenses

Oponllng Income

Rah d Rltlm
UROR

$28,934,652

180%
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20.43%
10.724

0.52%
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2,17s.1as,2a0
23.4%
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38.6%
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3.6%

-3.3%

3.7%

63.2%

138%

19.1%

-6.1%

4.5%

_10.2%

44.7%

12.9%

-3.4%
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-5.5%
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0239 AND E-01933A-15-0322

Mr. Solganick's suxrebuttal rate design testimony reviews the Tucson Elecmlc Power Company
("'REP" or "Company") rebuttal testimony including the revised billing determinants related to the
partial closure of the Colnpany's largest customer.

Using the proposed settlement revenue requirements recommendation of $81,500,000, Mr.
Solganick provides the Staff recommendation for the allocation of Staffs recommended rate
increase among the six major rate classes.

Based on a review of TEP's application and recent updates and consistent with Staffs long-term rate
design plan, Mr. Solanick provides proposed rate schedules using Staffs prior recommendations
for the rate design for each of TEP's rate classes including recommendations for Lifeline. The rate
impact of Staffs proposed rate design is provided.

Staff also addresses various parties' proposals for the Buy-Through provision and TEP's Lost Fixed
Cost Recovery mechanism rebuttal.
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Surrebutral Testimony of Howard Solganick
Docket Nos. E-01933A-15-0239 et al.
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

5

My name is Howard Solganick. I am a Principal at Energy Tactics & Services, Inc. My

business address is 810 Persimmon Lane, Langhorne, PA 19047. I am performing this

assignment under subcontract to Blue Ridge Consulting Services, Inc. ("Blue Ridge").

6

7 Q. For whom are you appearing in this proceeding?
1

i

8

9

I am appearing on behalf of the Utilities Division Staff ("StafF') of the Arizona Corporation

Commission ("Commission").

1 0

1 1 Q. Have you previously submitted testimony in regulatory proceedings?

1 2 A.
|
1

13

Yes. I have testified and/or presented testimony (summarized in Exhibit HS-1) before the

following regulatorybodies:

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

Arizona Corporation Commission
Delaware Public Service Commission

Georgia Public Service Commission

Jamaica (West Indies) Electricity Appeals Tribunal

Maine Public Utilities Commission

MarylandPublic Service Commission
lVIici1iganPublic Service Connnuission

Missouri Public Sacvice Commission
New jersey Board of Public Utilities
Public Utilities Commission of Ohio
PennsylvaniaPublic Utility Commission

Public Utility Commission of Texas

9

27

28 Q . Have you previously submitted testimony in this proceeding?

29 A.

30

31

A.

Yes. I previously provided testimony relating to cost of service, revenue allocation, Tate

design, and the Lost Fixed Cost Recovery ("LFCR") mechanism on ]ume 24, 2016. My initial

testimony in this case includes a summary of my background, qualifications, and experience.
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1 Q. What is the purpose of your sunebuttaLl rate design testimony?

2 A,

3

My testimony provides a portion of Staffs response to rebuttal testimony f iled by the

Company dong vlnlth direct testimony Bled by some of the interveners.

4

5 Q. Please summarize Staffs positions introduced in your prior testimony in this case.

6 A. Staff recommended:

7

8

9

1 0
E

11

Long-Term Rafe Deign Plan

Over the long tem, rates should be based on costs and recognize the concepts of customer,

demand and energy, including time-of-Use ("TOU"). When changes are made, gradualism

should be recognized.

1 2

13

1 4

1 5

Clay.: Cost of.Slen/ice Stuabf

The purposes of a Class Cost of Service Study ("CCOSS") were discussed, along with

changes in the Company's CCOSS including a new production cost methodology.

1 6

1 7 Revenue Allocation

1 8

I 1 9

2 0

2 1

Staff recommended a revenue allocation among the customer classes based on moving all

classes toward cost of service, but recognizing that gradualism is necessary due to the effects

of a new production cost methodology and the Company's inclusion into rate base of a

portion of the new Gila River Unit #3.

22

23

24

25

26

Rate Deign

Staff recommended rate designs for each rate schedule, consistent with the long-term rate

design plan. Staff recommended the implementation of optional Three Part-TOU rates for

residential and small general service ("SGS") rates customers and a requirement that the

I ulllluIIl l l l
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1

2 customers .

3

Company begin to provide demand information for non-demand rate residential and SGS

Staff also highlighted areas where the Company should prov ide further

information and justification for its proposals.

4

5

6

7

Staff highlighted that, due to the implementation of the proposed Medium General Service

("MGS") rate class, the Commission should keep the rate design portion of the case open to

resolve unanticipated customer rate impacts.

8

9 Mine/laneou:Itefnx

1 0 Lifeline - Staff recommended that the level of this discount not be reduced and that

the transition of these customers to standard residential rates vldth the addition of a

1 2

13

single discount for Lifeline be implemented.

Distributed Generation ("DG") - Staf f  noted that Commission Docket No. E-

1 4
I

I

1 5

00000J-14-0023, which is intended to examine the value and cost of DG, will

continue to provide useful information to the parties in this rate case. Therefore,

1 6

1 7

1 8

Staff did not propose any changes to the existing net metering tariff or waivers of the

net metering rules, but may update its position at the hearing in this case.

Service Fee Charges Staff analyzed the Company's proposals and recommends

1 9 4

20

2 1

which fees should apply to Opt-Out customers.

Buy-Through - Staff looked for the input of other parties and does not object to this

mechanism if there are no adverse impacts and no costs to other customers.

22 Economic Development - Staff supports the establislnnent of the program, but does

23 not support any request for lost revenues.

24

Ill l l I
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l LFCR

2

3

Based on a review of the Company's application and testimony, Staff recommended that the

Commission reject the Company's proposed changes to the LFCR mechanism that include:

4

5

6

7

Allowing the Company to receive recovery for generation costs;

Increasing the recovery for distribution demand costs from 50 percent to 100 percent;

Increasing the cap on recovered costs allowed for each year from 1 percent to 2

8

9

1 0

percent;

Expanding the LFCR mechanism to include revenues lost f rom an Alternate

Generation or "Buy-Through" provision to be established in the Company's tariff;

1 1 and

1 2 Combining the Energy Efficiency ("EE") and DG portions of the mechanism on the

customer's bill.

l

I

13

1 4

1 5 SURREBUTTAL TESTIMONY
I

I

1 6 Q . What is Staffs focus for this surtebuttal testimony?

1 7 A.

1 8 i

1 9

2 0

2 1

22

Staff provides its recommended revenue allocation and rate design reflecting the $81,500,000

revenue requirements in the proposed Settlement Agreement and the update provided by the

Company in its rebuttal testimony. Staff addresses the Company's request to recognize

changes in billing determinants due to the partial closure of the Company's largest customer.

Staff also analyzes proposals by veNous parties concerning the "Buy-Through" provision,

along with a response to the Compass comments on the LFCR.

23

l u lllll\l
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1 REVENUE ALLOCATION

2 Q. What non-cost considerations should the Commission consider during its

3 deliberations on revenue allocation?

4 A.

5

6

7

The Commission should consider the relative starting positions (from the CCOSS) of the

classes, along with the qualitative issues such as economic conditions for consumers, the

business climate for commercial and industrial customers, and past practices when deciding

what portion of a revenue increase is allocated to each class in this case.

8

9 Q. What principles do you generally use to Mocate revenue among rate classes?

10 I have  used the  following principles:

11

12

13

14

The individual rate classes should be gradually moved toward a Unitized Rate of

Return ("UROR") of 1.000 over one or more rate cases depending on the &equency

of rate cases and the distance of the class' UROR from 1.000.
i

15 \

16

17

There should be an upper bound of 150 percent for any class' percentage increase in

revenue compared to the ave percentage increase in revenue.

There should be a lower bound of 50 percent for any class' increase compared to the

18 overall increase.

19

20 Q.

21 A.

22

23

Are there other concepts that apply in this case?

The purchase of the Gila River combined cycle generating unit was intended to stabilize

energy costs, which provides benefits to all customers. Therefore, it would be inappropriate

to reduce rates for any customer class because that would send a confusing message about the

24 new plant expenditure.

25

I

lllllll
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1 Q.

2

Please provide a high level summary of the updated CCOSS provided by the

Company in its rebuttal.

3

4

A.

5

6

7

The Company has provided an updated CCOSS that incorporates either oversights made by

the Company in its Direct Testimony or changes suggested by parties to which the Company

can agree. The Company also included adjustments to reflect major usage reductions by the

Company's largest customer' Subsequent to that update on August 12, 2016, the Company

provided its response to STF 31.11 which included a confidential version of its CCOSS that

continued to reflect its revenue request prior to the completion of the settlement process for8

9 revenue requirements.

10

11 The updated CCCSS2 results show several notable changes:

12

13

14

15

16

17

18

19

20

21

22

Unlike the previous reused CCOSS, there are no classes with a negative return.

Using the UROR as an indicator, the Residential class has a UROR of 0.083, Large

General Service ("LGS") class has a UROR of 0.480 and Lighting class has a URCR

of 0.414, all falling below the overall rate of return for the Total Company (UROR of

1.000) at 6.28 percent.

The General Service ("GS") class has a UROR of 3.309 and the Large Power Service

("LPS") class (including the customer nnalding up the Transmission Service 138 kV

class) has an approximate UROR of 1.948.

Although the Company has requested that a new MGS doss be established, it is not

shown as a separate class, unlike the Company's proposed Transmission Service 138

kV class, which the Company did model.23

24

'Jones Rebuttal 5:13
2 STF 31.11 Schedule G-1

I lllll
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1 Q_

2

Please summarize the Company's updated Schedule G-2, which reflects its proposed

revenue allocation for the $100.6 million increase?

3 A. Schedule G-2 indicates the following:

4

5 The overall rate of return for the Company increases from 6.28 percent to 7.90

6

7

percent.

The UROR for the Residential doss increases from 0.083 to 0367.

8

9

The UROR for the GS class decreases from 3.309 to 2.039.

The UROR for the LGS clas s increases from 0.480 to 2.481.
1g 10 The UROR of the LPS class decreases from 1.948 to 0.837 (below the overall rate of

1 1

1 2

return).

The UROR of the Transmission Service 138 kV class is now I

13

14

The UROR of the Lighting class increases from 0.414 to 1.003.

1 5 Q. Please summarize the Company's updated Schedule G-6-1, which derives unit costs?

16 A. Schedule G-6-1 indicates (from prior CCOSS) the following:

17

18 The unit cost for a Residential Customer has decreased from$17.19 to $15.62.

The unit cost for a GS customer has increased from $38.43 to $39.45.

The unit cost for a LGS customer has increased from $536 to $640.

19

20

2 1 The unit cost for a LPS customer has increased &om $17,490 to $22,162.

22

23

24

25

The unit cost for a Residential customer's dism'bution demand has decreased from

$6.92 to $6.44/kW.

The unit cost for a GS customer's distribution demand has increased from $3.40 to

$3.57/kW.

26
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1

2

3

4

The unit cost for a LGS customer's distribution demand has increased from $2.45 to

$2.72/kW.

The unit cost for a LPS custome1:'s distribution demand has increased from $2.95 to

$3.27/kW.

5

6

7

l 8

9

With the reduced sales due to reduced operation by a' large Customer, the Company revised

the allocators in the latest CCOSS which changed a number of the values highlighted above.;

These changes have implications on rate design as Staffs prior rate design was based on

different unit costs.

1 0

1 1 Q . Have some of the parties reached a settlement on revenue requirements?

1 2 A. a

13

Yes. I have been informed that Staff, the Company and other parties have reached

settlement for an increase in revenue requirements of $81 .5 million.

1 4

1 5 Q. Have you modeled various revenue allocations based on Sta£Ps recommended

revenue requirements?1 6

1 7 A. Exhibit HS-6 models the Settlement revenue increase a number of ways. For comparison

1 8 purposes the increase was allocated:

19

20

21

22
23

24
25

26
27

28
29

Equal percentage increase (across the board by revenue);
Moving all of the classes to the same return (UROR equals 1.000);
Moving the Residential, LGS and Lighting classes 50 percent of the amount needed
to reach parity (and increase all other classes by $23.3 million);

Moving the Residential, LGS and lighting classes 70 percent of the amount needed
to reach parity (and increase all other classes by$ 0.07 million);

Moving the Residential, LGS and Lighting classes 65 percent of the amount needed
to reach parity (and increase all other classes by $ 5.9 million);

Moving the Residential, LGS and Lighting classes 60 percent of the amount needed
to reach parity (and increase all other classes by $ 11.7 million);

3 S TF 31.07

In a N I

i

I
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1
2

3
4
5
6

7
8

9
10

Moving the Residential, LGS and Lighting classes 55 percent of the amount needed
to reach parity (and increase all other classes by $ 17.5 million);

Moving the Residential, LGS and Lighting classes 45 percent of the amount needed
to reach parity (and decrease all other classes by $ 29.1 million);

Moving the Residential, LGS and Lighting classes 40 percent of the amount needed
to reach parity (and increase all other classes by $ 35 million);

Moving the Residential, LGS and Lighting classes 35 percent of the amount needed
to reach parity (and increase all other classes by $ 40.8 million) ;

Moving the Residential, LGS and Lighting classes 30 percent of the amount needed
to reach parity (and increase all other classes by $ 46.6 million).

l l

12 revenue

13

14

The remaining requjrernents from the other classes (GS, LPS and 138kV) were

allocated based on their respective expected revenues (Test Year Adjusted Margin Revenues"

plus Test Year Proposed Fuel Revenues5) .

15

16

17

Q.

I

!
I

18

In your direct testimony you noted that there was late breaking confidential

information about a sigmniiicant customer.' Has that information been detailed in the

Company's rebuttaLs testimony?

19

20

A.

21

A review of the rebuttal testimony provided by Company witnesses does not find a detailed

discussion of the impact of this event. Exhibit CAJ-R-3 page 2 (Schedule I-I-2) does show

that the Company has reduced Total Company sales (kph) from 9,020,707,874 (Test Year

Adjusted) to 8,882,011,173 (Proposed) for a reduction in kph sales of 138,696,701 .22

23

24

25

26

27

Q. How is this change in sales delineated in other schedules?

28

Schedule H-1 defines the various changes by class, but this specific change is not noted

separately because Schedule H-2 is a public schedule and there is a need to preserve the usage

of a single customer for privacy and competitive reasons. Table 1 on Page three of Company

witness Dukes' rebuttal testimony does not delineate tibia change, also apparently for privacy

4 STF31.11 Schedule G-1 Inputs line 3
5 STF 31.11 schedule G-2 line 40
6 Solganick Direct 26:19

I

A.



I 1

Surrebuttal Testimony of Howard Solganick
Docket Nos. E-01933A-15-0239 et al.
Page 10

1

2

reasons. There are some changes within the revenue requirements calculations due to

allocations. The STF 31.11 CCOSS reflects the decrease in kph sales and changes in

3 allocations.

4

Q. What is the magnitude of the revenue value of the sales reduction?5

6 A. On a confidential iile~' the location of the change in sades can be isolated

7

i
r
i

8

9

10

11

12

13

14

15

16

17

18 Q. For the purposes of demonstrating the rate impacts in this case, how is Staff handling

the sales reduction?19

20

21

A.

22

Subject to the Company's responses to the above questions, and the Commission's decision

on the issue, for purposes of demonstrating the rate impact Staff is handling the sales

reduction by assuming that the impact of the lost revenue from the lost sales is recovered in

23

24

the rate design process.

downward by the Company.

Staff notes that the billing determinants have been adjusted

25

7 2105 TEP Rev Proo f CompS enConfid  Rebu tta l
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l Q. What is Staffs recommendation on revenue allocation?

2 A.

3

4

5

6

7

Based upon the updated CCOSS, the principles discussed above, the impact of the purchase

of the Gila River combined cycle plant, the change in allocation methodology and the relative

impacts between classes, Staff recommends that the eventual revenue requirements be

allocated by increasing the Residential, LGS and Lighting classes 50 percent of the amount to

reach parity and increasing all other classes by $23.3 million to obtain the total settlement

revenue requirement of $81.5 million.

8

9

10

11

12

13

As shown on page 1 (lines 36 and 38) of Exhibit HS-6, under Staffs recommended revenue

allocation the Residential class receives 66.9 percent of the overall $81.5 million settlement

increase. The impact on the Residential class will be a 19.8 percent increase in margin, but

when combined with changes in the Purchased Power and Fuel Adjustment Clause, the

increase will amount to a 10 percent increase overall. Under Staffs proposal, all classes

14 receive an increase.

15

16 Q . If  Stay's recommended revenue allocation is adopted, what will the class returns be?

17 A.

18

19

The results of the proposed revenue allocation are forecasted in Exhibit HS-6 page 1 line 32.

The UROR of the "low UROR" classes (Residential, LGS and Lighting) will increase and the

UROR of the "high UROR" class will decrease, moving classes towards parity.

20

21 Q-

22

23

24

Please explain why, if the Residential, LGS and Lighting classes are being subsidized

by other classes, Staff is not recommending class revenue increases to bring those

classes to parity, which would be consistent with the rate design plan Staff is

recommending and which you have detailed above.

25 A.

26

StafFs plan articulates the concept that "Rates should be based on costs derived from class

cost of service studies...", however, the plan is a long-term plan.

I

l  I
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1

2

3

Exhibit HS-6 shows that to bring the Residential class to parity would require a class revenue

increase of 134 percent of the total settlement increase, an increase of 7.5 of the total

settlement increase for the LGS doss and an increase of 1.5 percent of the total settlement

4 increase for the lighting class.

5

6

7

8

9

As explained above, revenue allocation is not just an algorithm-based process but is tempered

by a Commission's evaluation of other factors. Also Staffs recommendation to move the

underperforming classes towards removing the subsidy allows for the completion of the

process in following cases.

1 0

l l R.ATE DES IGN

1 2 Q- How were the rate design and associated impacts developed?

13 A.

1 4

1 5

1 6

1 7

1 8

1 9

20

The Company's models provided in STF 31.14 were used to develop the various rates. The

Company's models included the transfer of customers to the new MGS and 138 kV rates with

the updatedbilling determinants. Staffs revenue allocation was different than the Company's

therefore the rate design is different. The Company also assumed a $17 residential Basic

Service Charge ("BSC"), which is not supported by the latest CCOSS; instead, a $15

residential BSC was used. During rate design the allocation to the 138 kV class was

approximately $450,000 less in order to maintain parity width the LPS rates. This amount was

recovered in the GS and LGS rates.

2 1

22 Q. What changes does Staff recommend to the proposed residential rate?

23 A.

24

25

Staff acknowledges that the Company rebuttal is now recommending the same $17 BSC as

Staff proposed in its direct testimony. However, the updated unit cost for the Residential

class is now lower at $15.62.8 The revenue allocated to the Residential class shod be

8 STF 31.11 CCOSS Schedule G-6-1, line 24

i

I
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1

2

3

4

collected first by an increase in the BSC up to $15.00, with the remainder (if any) recovered

by increased energy charges to begin to levelize die tiers. Applying the revenue increase to

the BSC first and eliminating the third and fourth tiers will increase recovery of fixed charges

and reduce the impact vldthin the LFCR mechanism.

5

6 Q- What is the impact on residential customers of Staffs recommendations?

7 A.

8

Based upon settlement increase in revenue requirements along with Staffs revenue allocation

and rate design changes, residential customers would see increases as shown in Exhibit HS-8.

9

1 0 Q. What changes does Staff recommend to the SGS rate?

l l A.

1 2

I

I 13

1 4

1 5

Staff acknowledges that the Company is now recommending a $27 BSC, which is similar to

Staffs proposal of $26.80 in its direct testimony. Staff can accept this unless it needs to be

reduced to meet the class revenue requjrernents with the remainder (if any) recovered by

increased energy charges. Applying the revenue increase to the BSC first will increase

recovery of Fixed charges and reduce the impact within the LFCR mechanism.

1 6

1 7 The Company's revised proposal to move a customer to the new MGS rate "if the customer's

1 8

1 9

consumption meets or exceeds 24,000 kph in consecutive months" is appropriate as it does

not penalize a customer for a single usage excursion.

20

2 1 Q. What is the impact on SGS customers of Staffs recommendations?

22

23

Based upon Staffs recommended overall increase 'm revenue requirements along with its

revenue allocation and rate design changes, GS and SGS customers woad see increases as

24 shown in Exhibit HS-8.

25

A.

1
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1 Q.

2

The ext ting residential and SGS rates are not Three-Part-TOU rates and therefore

are not in accordance with the Staffs long-term rate design plan. What do you

3 recommend for an initial step?

4

5

6

Staff recommends that the Commission approve in this proceeding optional Three-Pan-TOU

rates for residential and SGS customers. As customers gain experience with these optional

rates and see their demand on their monthly bills, the Commission can consider other steps in

7 the Company's next rate case.

8

9

1 0

1 2

The Company has provided its proposed residential and SGS demand rates along with an

explanation of how they were developed by Mr. Bachmeier. These rates were developed at

the revenue requirement and revenue allocation proposed by the Company in its rebuttal and

will need to change when the Final class revenues are set to preserve parity with other rate

13 alternatives.

1 4

1 5 Q.

1 6

What is the alternative rate proposal for many residential customers sponsored by the

Residential Utility Consumer Office ("RUCO")?

1 7 A.

1 8

1 9

20

2 1

RUCO is recommending that all customers using 950 kph or more per month on average

over an entire year be transitioned to a three-tier volumetric TOU rate with a summer peak of

3:00 p.m. to 7:00 p.m. (and a winter peak of 6:00 a.m. to 9.00 a.rn.). This transition would be

done by default but the customers would have the ability to opt-out and return to the

inclining block rate p1211.9

22

23 Q. What are Stay's concerns about this proposal?

24 A.

25

Staff has concerns about a mandatory transition, when and how the average is determined

(Test Year usage, rate effective year usage, normalized usage), whether the transition is a

9 Huber Direct 28:1

A.
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1

2

3

continuing review (customers reaching the threshold would be transitioned shortly thereafter)

or a one-time event, having differing peak periods £rorn other rates (if that is proposed) and

RUCO's reliance on customer inertia (or lack of infonnation) to have a significant portion of

4 customers stay on the rate.

5

! 6

7 s e a s o n

8

9

1 0

1 1

Staff is also concerned that the percentage of customers who would return to their former

rate may vary based on the their transition occurs or even just an abnornnally hot

month. To avoid gaming, rates are often restricted to a full year of applicability, but that may

not be the case here. Also, the customer service impact of a mass volume of opt-out

(returnings customers could cause havoc and impair any future implementation of a TOU

and/or other rate design. Because of these issues, Staff cannot support RUCO's TOU

1 2 propos a l.

13

1 4 Q. What changes does Staff recommend to the MGS rate?

15 A.

1 6

1 7

18

Staff acknowledges the Company's changes to its MGS proposal. We still have concerns

about the mandatory transition to the LGS rate at the second excursion above 300 kW (raised

from one excursion above 250 kw because the MGS customer may hit the second 300 kW

excursion before it receives the Company's proposed letter, a situation Staff believes can be

1 9 resolved with the Company.10

20

2 1

22 a

23

24

25

Staff is also encouraged that the Company has defined a transition plan for customers moving

from SGS non-demand rates to MGS demand rates that provides education along with

learning period for those customers." Further, the Company asserts that it has identified "a

handful" of accounts that are counter-seasonal (winter focused) and the Company is

proposing to address these non-homogeneous customers with a seasonality clause and

10 ]ones Rebuttal 13:3
11 Jones Rebuttal 14:23

8
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1

2

provisions such as waiving the ratchet and cap, but applying Section 7.C.7.g. Subject to a cost

of service subclass review in the next case, Staff has greatly reduced concerns about the new

3 MGS  ra te .

4

5 Q . What is the impact on MGS customers of Staff's recommendations?

6 A.

7

Based upon Staffs recommended overall increase in revenue requirements, along with its

revenue allocation and rate design changes, MGS customers would see increases as shown in

8 Exhibit HS-8.

9

1 0 Q . Is there some risk when significant rate design changes are made?

1 1 A.

1 2

13

Yes. Rate design changes may have unintended results for "outlier" or "non-normal" MGS

customers who do not Ht neatly into their apparent customer class. The imposition of

demand rates and a ratchet (if approved) may also have unforeseen impacts.
I
I

1

1 4

t

1 5

1 6

1 7

1 8

1 9

Staff has reviewed the Company's criteria for this issuelz and suggests, as provided for in the

previous TEP settlement (Docket No. E-01933A-12-0291), the Commission should keep the

rate design portion of this rate case open for at least 18 months after the completion of the

transition to MGS rates to account for unanticipated customer rate impacts that are

determined to be inconsistent with the public interest. Items 2 and 3 of the Company's

20 proposal are reasonable.

2 1

22 Q- What changes does Staff recommend to the LGS rate?

23 A.

24

25

Staff acknowledges the Company's changes to its LGS proposal." Staff can accept the

common BSC of $950 for all LGS customers. The revenue allocated to the LGS rate should

be collected Erst by an increase in the demand charge, with the remainder (if any) recovered

12 James Rebuttal 10'12
13 17:17 and 19:1

umm
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1

2

3

by increased energy charges. Applying the revenue increase to the demand charge Erst and

then to energy charges will increase recovery of fixed charges and reduce the impact within

theLFCR mechanism.

4

5 Q- What is the impact on LGS customers of Staffs recommendations?

6 Based upon Staffs recommended overall increase in revenue requirements along with its

revenue allocation and rate design changes, LGS customers would see increases as shown in7

8 Exhibit HS-8.

9

10

11

Q. What changes does Staff recommend to the LPS rate?

A.

12

13

14

Staff acknowledges the Company's changes to its LPS proposal." The proposed BSC of

$10,000 is offset by a reduced demand charge. The revenue allocated to the LPS rate should

be collected Erst by an increase in the BSC, with the remainder Qr any) recovered by

increased demand and then energy charges. Applying the revenue increase to the BSC East

and then to demand charges will increase recovery of Fixed charges and reduce the impact

within the LFCR mechanism.

15

16

17

18 Q Whzalt is the impact on LPS customers of Staff's recommendations?

19 A Based upon Staffs recommended overall increase in revenue requirements along with its

revenue allocation and rate design changes, LPS customers would see increases as shown in

Exhibit HS-8

23 Q Is the Company's proposal for a new 138 kV rate appropriate

24 A Staff acknowledges the Company's changes to its 138 kV proposal." The proposed BSC of

$15,000 is offset by a reduced demand charge. The revenue allocated to the rate should be

A.

]ones Direct 19:10
]ones Direct 19:10
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1

2

3

4

collected first by an increase in the BSC, vlnlth the remainder (if any) recovered by increased

demand and then energy charges. Applying the revenue increase to the BSC Best and then ro

demand charges will increase recovery of Fixed charges and reduce the impact within the

LFCR mechanism.

5

6 Q. What changes does Stay recommend to the Lighting Service rate?

7 Consistent with Staffs revenue allocation for the Residential and LGS classes, Staff is

8

9

proposing an increase for the Lighting class.

1 0 Q- What is the impact on Lighting Service customers of Staffs recommendations?

1 1

1 2

Based upon Staffs recommended overall increase in revenue requirements along with its

revenue allocation andrate design changes, Lighting Service customers would see increases as

1 3 shown in Exhibit HS-8.

1 4

1 5 L1fe/ine

1 6 Q. Please describe the Company's updated proposal for Lifeline customers?

1 7 A.

1 8

1 9

20

2 1

22

The Company proposes to move Lifeline customers to their choice of an existing residential

rate but with a fixed Lifeline discount. Under this concept, Lifeline customers can easily

determine their discount and the impact on their bills if their financial situation were to

improve. The Company proposes to adjust the discount provided to Lifeline customers to

mitigate the impact of tibia change and the rate increase to amounts similar to non-Lifeline

customers for the majority of customers.'°

23

"Jones Rebuttal 21:22

A.

A.



I

Surrebuttal Testimony of Howard Solganick
Docket Nos. E-01933A-15-0_39 et al.
Page 19

1 Q- What is the value/cost of the Lifeline discounts?

2 A.

3

The Company estimates the discounts totaled $1,798,110 during the Test Year for nearly

15,000 Lifeline customers and now will total approximately $2.8 million."

4

5 Q. Does Staff support the Lifeline proposal?

6 A.

7

In keeping vn'th Staffs long-term plan for rate design, Staff supports the Company's Lifeline

proposal subject to a few concerns.

8

9

10

11

12

13

14

15

16

17

18

19

20

21 o

22

23

24

The impact on Lifeline customers of any rate change is dependent on the level of

residential rate change and the structure of the residential rates. Staff recommends

that the validation of the Lifeline impact and the required discounts be performed

after the revenue allocation and residential rate design is determined.

The Company should "prove out" that the level of Lifeline discounts after the

Finalized changes in rates is at or above the Test Year value.

The Company should address those Lifeline customers who will see a significant

increase in their bill as a result of adopting the fixed discount. Some customers have

such a deep discount that even a $40 monthly Lifeline credit may not keep them from

seeing a significant increase. In these cases, the Company should confirm that the

rate is frozen, that the customer is eligible for this large discount and that there is not

another Lifeline rate that would be more advantageous.

While I have retained the rate design for those Lifeline customers so the

parties can see the impact, Staf f  suggests that the Company prov ide

suggestions to minimize the 'impact either by providing a larger discount or by

holding those customers in their frozen rate structure.

25

17 JonesRebuttal 22:4
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1 B191-Thmugb

2 Q. Please describe the Experimental Rider 14 "Buy-Through" proposal submitted by the

3

4 A.

5

6

7

Company.

The Company was required to inlIoduce the "Buy-Through" as a result of a settlement during

the merger process," but the Company does not support this tariff change." The Buy-

Through would allow a select subset of larger customers to obtain their energy supply outside

of the Company's power supply mechanism that at present serves all customers.

8

9 Q- What is StamPs position on the "Buy-Through"?

1 0 A.
1

1 1

1 2

13

1 4

1 5

1 6

1 7

Because the Company is not supporting this concept, there is no record describing the

benefits (or costs) to non-participating customers. Staff does not object to a "Buy-Through"

mechanism, if there are no adverse impacts and no costs to all other customers. Staff is

concerned that Buy-Through customers may return when the market becomes tight

(expensive) and thus impact customers who did not or could previously take advantage of the

Buy-Through provisions. Staff opposes recouping any allegedly lost Buy-Through revenue

and likewise opposes any deferral of allegedly lost Buy-Through revenue. This opposition to

recouping lost incremental revenues extends to the use of the LFCR for that purpose."

1 8

1 9 Q- Can you explain the potential impact of the "Buy-Through" on those customers left

behind?20

2 1 A.

22

23

24

Under the concept described by the Company and supported by some parties in this case

there could be a detrimental effect on those customers that cannot or will not use the Buy-

Through rnechanisrn. These customers would be those too small to be cost efficiently

managed due to the additional billing needed to account for the mechanism and would

18 Jones Direct 61:18
19 Jones Direct 61:23
20 Jones Direct 80:4
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1

I 2

3

4

5

6

include all residential, SGS and proposed MGS customers. An additional group would be

larger customers who may choose not to use the Buy-Through, even if they do qualify based

on size due to internal costs (to manage energy purchases) or inexperience in an unregulated

market. These customers may experience uneven competition that results from (large)

customers, with a subset given (or even chosen by lottery) a lower energy price than other

similar customers. In essence, a Buy-Through may help choose winners and losers within the

7 business community.

8

9 Q . Please explain how "Buy-Through" impacts left behind customers based on algebra.

1 0 A.

11 as

1 2

13

1 4

1 5

1 6

The Company's power supply consists of two parts, assets owned by the Company and

power purchased from the market. The cost to customers (subject to impacts such

voltage) is (A+P)/S : R (S/MV(/h), where A equals the costs of power derived from the

Company's assets and P equals the costs of energy purchased on the market. The relative

cost of power can depend on the differing fuel mix of the Company versus the market, the

age of the Company's assets, the costs of the Company's assets and how desperate or

aggressive the power sellers are in the marketplace at any given time.

1 7

1 8

1 9

20

2 1

22

23

24

25

Since a number of parties in this case are clamoring for the opportunity to purchase on the

market (absent some customer's specific load pattern), those parties must be convinced that

energy presently available on the open market is lower in cost than the value R. This would

imply that at present (for equal volumes) P is less than A. If as a result of the Buy-Through

some sales are no longer covered by lower cost P energy, then the new value of R will

increase to R+, The change in R will be determined by how much the volume of purchased

power drops and the relative difference in cost between A and P. Since the new price (R+) is

paid only by those customers that muM, the costs of captive customers will increase.

26
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1

2

3

4

5

6

7

At some point in the future as the power market becomes tighter, P (purchased power) may

become more costly than A. At that point the Buy-Through customers may return to the

Company's power supply in order to seek lower cost power. At that point the Company will

have to increase its purchases of the increased cost P energy (or build or buy new assets at

higher cost) in order to serve the returning customers creating a new cost R++, which by

average cost regulation would apply to all customers and adversely impact the non Buy-

Through customers a second mc.

8

9 In essence, this is a heads we win, and a tails you lose scenario.

1 0

1 1 Q. What is Freeport/AECC/Noble's ("FAN") position on the "Buy-Through"?

1 2 A.

13

1 4

1 5

1 6

1 7

FAN recommends a longer period of time for the program (until the next rate effective date

and no less than four y¢2rs)", increases the proposed cap from 30 to 60 MW22, allowing sites

m`th loads as low as 200 kW to participate along vnlth a minimum load of 3 MW compared to

APS's 10 MWM, broadening the rates e1igib1e2', a lower management fee" and the use of

approximately $7.5 nonillion of reduction of the revenue requirement to subsidize the Buy~

Through costs if neededzé.

1 8

1 9 Q. What are the ef fects of  FAN's posit ion on the "Buy-Through" on other remaining

20 customers?

2 1 A.

22

23

FAN's proposals will increase the number of customers that could use the Buy-Through,

potentially raise billing costs; raise the amount of lower cost purchased power removed from

the algebraic equation; and "spending" the non-existent $7.5 million reduction.

21 H388i°= Direct 33:12
zz wiggins Diicect 33:21
pa Hi§8===== Banc: 34:3
24 Higgins Direct 34:12
2.5 1-nggams Direct 35.15
pa nagging Data 38:3
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1

2

3

i
i
I

4

5

6

7

8

When a utility makes its revenue requirements request it has the burden to prove those rates

are just and reasonable. The Commission's Final decision determines the just and reasonable

level of revenue for the utility. The amount between those two values is not a saving to be

given to one or more classes but by definition never existed (non-existent). If instead FAN

were implying that the $7.5 million figure "would not be applied to a change in rates per se,"27

then Staff is concerned that left behind customers in the "LGS, LPS and High Voltage..."

classes would be paying for their competitors' privilege to temporarily leave the system and

some of its fixed costs to the remaining customers.

9

1 0

1 1

1 2

If the concept proposed by FAN does not result in full utilization, then FAN proposes a new

mechanism to recapture all or a portion of the $7.5 million for the remaining larger

customers, at whose administrative cost?

13

1 4 Q. What is Kroger position on the "Buy-Through"?

15 A.

1 6

1 7

Kroger appears to recommend that LGS, LPS-TOU and 138 kV customers would be eligible

for the Buy-Through and allow accounts with loads as low as 100 kW to participate,28 argues

for a lower management fee" and increases the proposed cap from 30 to 65 MW."

1 8

1 9 Q. What are the effects of Kroger's position on the "Buy-Through" on other remaining

20 customers?

2 1 A.

22

23

Kroger's proposals will increase the number of customers that could use the Buy-Through,

potentially raise billing costs and raise the amount of lower cost purchased powerrernoved

from the algebraic equation.

24

z1 1138845 Direct 38:12
Zs Bunn Dialect 25:13
29 Baron Di1E8ct 26:21
30 Baron Dixrect 27:5
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1 Q. What is Wad-Mart's position on the "Buy-Through"?

2 A. a

3

4

5

6

7

Wal-Mart recommends an (actual) cost-based management fee", minimum participation

size of 1,000 kW32, aggregation of "utility accounts within its corporate family" (although the

definition for other potential Buy-Through customers is not provided)." All commercial and

industrial could participate regardless of rate classy", raising the cap to 250 MW (lower end of

purchased power) and no time limit'". Wal-Mm argues that its proposal would shift the risk

of wholesale market purchases from the remaining customers."

8

9 Q. What are the effects of Wal-Mart's position on the "Buy-Through" on other remaining

1 0 customers?

1 1

1 2

13

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

Wal-Mart's proposals may increase the number of customers who coda use the Buy-

Through, potentially raise billing costs; raise the amount of lower cost purchased power

removed from the algebraic equation; and if considered for adoption raises several questions.

Its def inition for aggregation "uti l i ty accounts within its corporate family" is open to

interpretation. For example, would that include franchises owned by individual corporations,

but operating under a corporate name, processes, supply chain and other factors? Allowing

al l  commercial  and industrial  customers to part icipate raises questions as to why

governmental bodies and even aggregates of residential customers are not included.

Increasing the cap to effectively all of the Company's purchased power raises the algebraic

question and also how periods of no purchases (low loads) would be handled, e.g., would

negative load costs be charged to Buy-Through customers or saddle the remaining customers

if flexibility is lost?

23

31 Hendrix Direct 5:15
32 Hendrix Dissent 6:3
33 Hendrix Dixlect 6:9
54 HendrixDirect 6:14
35Hendrix Direct 8:5
36 Hendrix Direct 9:6
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1 Q. What is wa].ma1-fs "Rate Support Rider"?

2 A.

3

4

Wat-Mart is suggesting removing the subsidy for residential customers (it calculates at $83

million) over a period of eight years by closing the gap at 12.5 percent each year until the

subsidy is eliminated. Its proposal is planned to be revenue neutral.

5

6 Q. Should there be some concerns if the Commission approves a "Rate Support Rider"?

7 A.

8

9

10

l l

12

13

14

15

Yes. The planned Rate Support Rider would lock-in a course of rate increases for residential

customers over the next eight years, regardless of any intervening economic conditions. It

would also presume that the relative positions of the customer classes (the subsidy) will not

change over that period due to increased DG penetration, EE or opening or closing of new

accounts (residential, commercial, industrial and governmental). Since the sales over the next

eight years wi l l  be dif ferent f rom the Test Year, an adjustment and reconci l iation

methodology and Plan of Administration must be developed at the implementation of the

Rate Support Rider. These items highlight that the Commission should not move forward on

this concept without a detailed debate and understanding of its effects and supposed benefits.

16

17 LOST FIXED COST RECOVERY

18 Q. Has the Company raised its concerns about the LFCR mechanism?

19 A. ...non-fuel costs that otherwise

20

Yes. Company witness Hutchens argues for full recovery of "

go unrecovered due to Commission-mandated DG and EE programs. There  i s  no

21

22

reasonable basis for excluding generation costs from the LFCR as they constitute a large

portion of the fixed costs incurred to meet retail customer demand."37

23

24

25

Company witness Jones argues, "When rates are created, the fixed costs associated vndth

Company-owned generation facilities and related equipment are included in the costs

37 Hutchins Rebuttal 18:17

I'll l
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1

2

3

4

allocated to the various rate classes. Those costs are then spread over an approved number

of billing determinants, either demand or volumetric, depending on the class. Once in the

rates, the Company must realize that level of billing determinants in all future years (until

rates axe reset in a future rate case) to fully recover its Fixed costs."38

5

6 Q. Did your direct testimony highlight the impact of the Company's proposal to add to

the items included in the LFCR?7

8 A. Ye s .

9

I cited Company witness Jones' testimony that indicated the impact would be

approzdmately $13 million, an additional 1.7 percent."

1 0

1 1 Q. Did your direct testimony highlight that generation is fungihk?

1 2 A.

13

Yes. I highlighted that energy could be delivered to a new customer, an existing customer

sin s . ht more ever , an economic develop went customer or sold off-s stem.4°g y by P y

1 4

1 5

1 6

1 7

I also highlighted that the Company is forecasting increasing requirements in net demand,

increasing numbers of customers, increasing reference case sales, and increasing Firm

wholesale sales." The Company is requesting an Economic Development Rider that would

1 8 increase sales.

19 I

2 0

i

r

g

Q- How is generation different from distribution?

2 1 A.

22

23

24

Generation is located much further from the end use customer and can be connected to any,

or all, potential customers through the transmission system. Distribution equipment is more

closely connected to a customer, or a smaller group of customers. For example a pole or pad

mounted dism'bution transformer serves only the connected customer(s). Thus, distribution

so Jones Rebuttal 25:5
39 Solganick Direct 52:10
40 Solganick Direct 54:1
41 Solganick Direct 54:8
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1

2

asset costs C211 go unrecovered while generation can be refocused on new customers or

increased sales. This difference in diversity and ability to refocus is why the LFCR does not

3 and should not include generation costs.

4

5 Q.

6

Why should the LFCR mechanism not be changed to recover generation and other

demand costs?

7 A.

8

9

1 0

Based on the Company's forecasts, generation and other fixed costs flat are not recovered

through the LFCR mechanism may be paid for by the new sades and/or new customers. The

LFCR is not designed to mitigate the Cornparly's risks from level or declining sales due to

factors other than EE and DG.

1 1

12 Q. Does this conclude your surrebuttad testimony?

13 Ye s , it doe s .

I

A.

I'll lm
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EXHIBIT HS-7 1  of 2 1

Rate Id Rate Descrlptinn and UOM Present Rates Proposed Rates

Increase

s %

TE-R-01 Residential Service

Basic Service Charge Single Phase Per Ma

Basic Service Charge Three Phase Per Mo.
Sum First 500 kph

Sum 501-1,000 kph

Sum 1,001-3,500 kph

Sum>3.500 kph

Win First 500 kph
Win 501-1,000 kph

Win 1,001-3,500 kph

Win>3,500 kph

Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

$10.00

$15.00
s0.056200

$0.067200

$0.079800
$0.088200

$0.056200
$0.065200

$0.078100

$0.087100

$0.035111

$0_031532
$0.006820

$15.00
$29.00

$0.064008

s0.0eos88

$0.080S88

$0.080588
80.064008

50.080588

50.080588

50.080588

$0.035868

$0.032537
50.000000

ss.o0

$5.00
s0.007808

$0.013388
$0.000788

-$0.007612

$0.007e08
$0.01S388

$0.002488

-$0.006512

$0.000757

$0.00100s

N/M

50%
33%

14%

20%

1%

-9%

14%
24%

3%

-7%

2%

3%

N/M

4 Solar BlockRate for ResidentialElectric Service Rate R-01 $0.0S3463 $0.054-412 $0.000949 2%

TE-RXXX Residential Service Demand

Basic Service Charge Per Month
Demand 0-7 kW

Demand > 7 kW

Sum kph
W in kph

Base Power Summer kph
Base Power Winterk p h

PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M

$15.00

$7.40

$11.90

$0.026659

$0.026659

$0.03s868

$0.032537
s0.000000

N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M

TE-201A Spedal Residential Electric Service

Basic Service Charge

Sum First500 kph
Sum 501-1,000 kph

Sum 1,001-3,500 kph

Sum>3,500 k p h

Win First 500 k p h

Win 501-1,000 kph

Win 1,001-3,500 kph
Win>3,500 kph

Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

$10.00

80.050600

$0.060S00

50.071800
80.079400

$0.050600

$0.058700

$0.070300

$0.078400

$0.035111

$0.031532
$0.006820

$15.00

$0_064008

$0.080588
$0.080S88

80.080588

$0.064008
$0.080588

$0.080588

$0.080588

$0.02B694

$0.026030

$0.000000

$5.00

$0.013408

$0.020088

$0.008788
50_0011B8

s0.013408

$0.021888

$0.010288

$0.002188

-$0.006417

-$0.00S502

N/M

50%

26%

33%

12%

1.5%

26%

37%

1 5 %

3 %
-18%

-17%

N /M

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164251 PM
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EXHIBIT HS-7 2 of 2 1

i
I nmlg Rate Description and UOM Present Rates Proposed Rates

Increase

s %

TE-201B Special Residential Electric Service Time of Use

Basic Service Charge

Sum On-peak First 500 kph

Sum On-pealk 501-1,000 kph
Sum on-p¢ak1,001-3,500 kph
Sum On-peadc >3,500 kph

Sum Uff-peadc First500 kph

Sum Off-peak 501-1,000 kph

Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph

Mn On-peak First 500 kph

Win On-peak 501-1,000 kph

Win On-peak1,001-3,500 kph

Win On-peak >3,500 kph
Win Off-peadc First 500 kph

Win OE-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph

Win Off-peak >3,500 kph

Base Power Summer On-Peak kph
Base Power Summer Off-peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

$11.50
$0.056800

50.056800

$0.0S6800
50.056800

s0.044000

$0.044000

$0.044000

$0.044000

$0.048300

s0.048300

80.048300

$0.048300
$0.035500

$0.035500

s0.03ss00
$0.035500

50.050669
$0.026679

$0.032893

$0.027092

$0.006820

$15.00
$0.064008

s0.080s88
$0.080588

$0.080ss8

30.064008

50.080588

$0.080588

$0.080588

$0.064»08
$0.080588

$0.08G588

$0.080588

50.064008

$0.080588

$0.080588
s0.080588

$0.041328
$0.021400

$0.027114

$0.022474

$0.000000

$3.50

$0.007208
s0.0z3788

$0.023788
$0.023788

$0.020008

$0.036588

$0.036588

$0.036588

$0.01s708

$0.032288
$0.032288

$0.032Z88

$0.028508

50.045088

$0.045088

80.045088

-s0.009341
-$0.00S279

-s0.005779

-$0.004618

N / M

30%

1 3 %
42%

42%

4 2 %

45%

83%

83%

8 3 %

33%
67%

67%
67%

80%

127%

127%
127%

-18%

-20%

-18%

-17%

N /M

TE-R80 Residential Time of Use

Basic Service Charge
Sum On-peak First S00 kph

Sum On-peak501-1,000 kph

Sum on-peak1,o01-3,so0 kph
Sum On-peak >3,S00 kph

Sum Off-peadc First 500 kph

Sum Off-peak501-1,000 kph
Sum Off-peak1,001-3,500 kph

Sum Off-peak >3,500 kph

Mn On-peak First 500 kph
Mn On-peak 501-1,000 kph

Mn On-peak1,001-3,500 kph

Mn On-peak >3,S00 kph

Win Off-peak First 500 kph
Win Off-peak501-1,000 kph

Win Off-peak1,001-3,S00 kph
Mn Off-peak >3,500 kph

Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph
Base Power Winter On-peak kph

Base Power Mnter OIL-peak kph
PPFAC Charge kph

$11.50
$0.066800

$0.066800

50.066800

50.066800

$0.051800

$0.051e00

s0.0s1800

$0.051800
50.056800

$0.056800

$0.056800

$0,056800
50.041800

80.041800

s0.041800

$0.041800

$0.050669
50.026679
$0.032893

$0.027092
$0.006820

$15.00
$0.064008

$0.080588

$0.080588
$0.080588

$0.064008

$0.080S88

$0.080588

$0.080588
$0.064008

$0.080588

$0.080588

$0.080588

$0.064-008
$0.080588

$0.08058B
$0.080588

$0.051660
$0.026750
$0.033893

$0.028092
$0.000000

$3.50
-$0.002792

$0.013788

$0.013788

$0.0137B8

$0.01z208

$0.028788
$0.028788

$0.028788

$0.007208

$0.023788
50.023788
$0.023788

$0.022208
$0.038788

s0.038788
$0.038788

50.000991
$0.000071

$0.001000

s0.001000
N /M

30%
-4%
21%

21%

2 1 %
24%

56%

56%
56%

1 3 %

4-2%
4-2%
4 2 %

53%
93%

93%
9 3 %
2 %

0 %
3%

4 %
N/M

I
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EXHIBIT HS-7 3 of 2 1

plateId Rate DesL'Iption and§0M Present Rates ProposedRates

Increase

s %

TE-RXXX Residential Demand Time of Use

Basic Service Charge Per Month

Demand0-7 kW

Demand > 7 kW
Sum On-peak kph

Sum Off-peak kph

Win On-peak kph

Win Off-peak kph

Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$15.00

$7.40

$11.90
$0.026659

$0.026659

$0.026659

$0.0z6659

$0.051660
$0.026750

$0.033893

$0.028092

$0.000000

N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
n/1v1
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-R8 Residential l lme of Use Super Peri

Basic Service Charge

Sum On-peak First S00 kph

Sum On-peak 501-1,000 kph

Sum On-peak1,001-3,500 kph
Sum 0n»peaJ< >3,500 kph
Sum Off-peak First 500 kph
Sum Off-peak501-1,000 kph

Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph

Win On-peak First 500 kph

Win On-peak S01-1,000 kph

Win On-peak1,001-3,500 kph

Win On-peak >3,500 kph

Win Off-peak First 500 kph

Win Oh'-peak 501-1,000 kph

Win Off-peak1,001-3,500 kph
Win Off-peak >3,500 kph

Base Power Summer On-Peak kph

Base Power Summer Off-peak kph

Base Power Winter On-peak kph

Base Power Winter 01°F-peak kph
PPFAC Charge kph

$11.50

$0.097100

$0.097100

$0.120100
$0.1z0100

$0.048500

50.048500

$0.071500

$0.071s00

50.089100

$0.089100

$0.112100
$0.112100

$0.038S00
$0.038500

$0.061S00

50.061500
$0.080100

$0.022200

s0.040200

$0.020s00

$0.006820

$15.00

$0.064-008

$0.080588

50.080588
$0.080s88

$0.064008

50.080588

$0.080588

s0.080sa8

50.064008

$0.080588

$0.080588

$0.080588

$0.064008
$0.080588

$0.080588

$0.080588
$0.081060

$0.022750
$0.041293

$0.021492

$0.000000

$3.50
-s0.033092

-$0.016$12

-$0.039s12
-s0.039s12

$0.015S08

$0.032088

$0.0090B8

$0.009088
-$0.0Z5092

-s0.008512

-$0.031512

-s0.031512

$0.025508
$0.04-2088

$0.019088

$0.019088

$0.0009s0

$0.0005s0

$0.001093

$0.000992

N / M

30%

-34%
-17%

-33%
-33%

32%

66%

1 3 %

1 3 %
-28%

-10%

-28%
-28%

6 6 %

1 0 9 %

31%

31%
1 %

2 %

3 %

5 %

N /M
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EXHIBIT HS-7 4 of 21

Bate ld Rate Desa'l'ption and UOM Present Rates Proposednames

Increase

s %

TE-R01BC Residential Service R-01 Blight Community Solar

BasicService Charge Single Phase

Sum First S00 kph
Sum 501-1,000kph

Sum 1,001-3,500kph
Sum>3,500 kph

Win First 500 kph

Win 501-1,000 kph

Win 1,001-3,500kph
Win>3,500 kph

Base Power Summer kph

Base Power Winter kph
PPFAC Chargekph

$10.00
$0.056200

$0.067200
$0.079800

50.088200

$0.056200

$0.065200

$0.078100
$0.087100

$0.035111

$0.031532

50.006820

$15.00

$0.064008
$0.080588

$0.080588

$0.080588

$0.064008
80.080588

50.080588

$0.080S88

$0.035868

$0.032537

$0.000000

s5.00
$0.007808

$0.013388

$0.D00788

-$0.007612
$0.007808

s0.015388

50.00Z488
-$0.006512

$0.000757

s0.00100s
N/M

50%
14%

20%

1%

-9%

14%

24%

3%
-7%

2%

3%
N/M

TE4-01 Lifeline Residential Service Standard (Frozen 1996 - R-04-01F Senior % Discount)

Basic Service Charge Per Month $6.90 $15.00
Sum First 500 kph $0.061100 30.064008

Sum 501-1,000 kph $0.0e1100 $0.080588

Sum >1,000 kph $0.061100 $0.080588

Win First 500 kph 50.057000 $0.064008

Win501-1,000 kph 80.057000 $0.080588
Win >1,000 kph $0.0s7000 $0.080588

Base Power Summer kph $0.033198 $0.03S868

Base Power Winter kph 50.025698 $0.032537

pp1=Ac Charge kph $0_006820 $0.000000

$8.10

$0.002908

$0.019488

50.019488
$0.007008

$0.023588
50.023588

$0.002670

50.006839
N/M

117%

5%
32%

32%
12%

41%

4-1%

8%

27%
N/M

TE4-Z1 Lifeline Residential Time of Use (Frozen 1996 - Senior % Discount)
Basic Service Charge Per Month $8.86

Sum On-peak First 500 kph $0.078800

Sum On-Peak 501-1,000 kph $0.078800

Sum On-Peak >1,000 kph $0.078800
Sum Off-Peak First SGO kph $0.030100

Sum Off-Peak501-1,000 kph $0.030100

Sum Off-Peak >1,000 kph $0.030100

Win On-Peak First 500 kph $0.065200

Win On-peak 501-1,000 kph $0.065200
Win On-Peak >1,000 kph $0.065200

Win off-peak First 500 kph $0.033000

Win Off-peak 501-1,000 kph 50.033000
VeRn OUT-Peak >1,000 kph $0.033000

Base Power Summer On-peak kph $0.0S3198

Base Power Summer Off-Peak kph $0.02319B
Base Power Winter On-peak kph $0.04-0698
Base Power Winter Off-peak kph $0.020698
PPFAC Charge kph $0.006820

$15.00

50.064008
$0.080588

$0.080588

50.064008
$0.080588

$0.080588

$0.064008

$0.080588
s0.080s88

$0.064008

$0.080588

$0.080588
80.051660

$0.026750

$0.056000
$0.028092
$0.000000

$6.14

-$0.014792

s0.001188
$0.001188

$0.033908
$0.0S0488

$0.050488
-$0.001192

s0.01s388

$0.015388

$0.031008

$0.047588

$0.047s88

-$0.001538

$0.003s5z

50.015302
$0.007394

N / M

6 9 %

-19%
2 %

2%

113%

168%
168%

-2%

2 4 %

2 4 %

9 4 %

1 4 4 %

144%

-3%

IS %
38%
36%

N /M

I

r
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EXHIBIT HS-7 5  o f 21

Rate ld Rate Descg@on and Ute Present Rates Proposed Rates

Increase

s %

TE4-70 Lifeline Residential Time

Basic Service Charge Per Month

Sum On-Peak First S00 kph
Sum On-Peak 501-1,000 kph

Sum On-Peak >1,D00 kph

Sum Shldr-Peak First 500 kph

Sum Shldr-Peak 501-1,000 kph

Sum Shldr-Peak >1,000 kph

Sum Off-Peak First 500 kph

Sum 0ff-peak 501-1,000 kph

Sum Off-Peak >1,000 kph

Win On-peak First 500 kph
Win On-Peak 501-1,000 kph

Win On-peak >1,000 kph

Win Off-Peak First 500 kph

Win Off-Peak S01-1,000 kph

Win off-peak >1,000 kph

Base Power Summer On-Peak kph

Base Power Summer Shoulder kph

Base Power Summer Off-Peak kph
Base Power Winter On-peak kph

Base Power Winter0ff~peaLk kph
PPFAC Charge kph

of Use (Frozen 1996 - Senior % Discount)
$8.78

$0.139300
$0.139300

50.139300

50.074000
$0.074000

$0.074000

$0.031900

$0.037900

50.037900

$0.092500

$0.092500

$0.092500

50.024900

$0.024900

$0.024900

$0.055698
$0.048198

$0.023198
50.040698

$0.020698

$0.006820

$15.00

80.064008

$0.080588

$0.080588

$0.064008
$0.080588

$0.080588

$0.064008

$0.080588

$0.080588

$0.064008

$0.080588

$0.080588

$0.064008

$0.080588

$0.080588

$0.051660

$0.051660
$0.0267S0

$0.056000

$0.028092

$0.000000

$6.22

-$0.075292

-$0.058712

-$0.0s811z

-$0.009992
$0.006588

$0.006588

$0.026108

$0.04-2688

s0.042s88

40.028492

-$0.011912

-$0.011912

$0.039108

50.055688

$0.055688

-$0.004038

50.003462

$0.003552

s0.01530z

80.007394

N/M

71%

-54%
-42%

-42%

-14%

9%

9%
69%

113%

113%

-31%

-13%

-13%

157%

224%
224%

-7%

7%

15%

38%

36%

N/M

TE5-01 Lifeline Residential Service Standard (Frozen Lifeline % Discount)

Basic Service Charge Per Month $6.90

Sum First500 kph $0.061100

Sum 501-1.000 kiWI $0.061100
Sum >1,000 kph 50.061100

WinFirst 500 kph $0.057000

Win 501-1,000 kph $0.057000
Mn >1,000 kph $0.057000

Base Power Summer kph $0.033198

Base Power Winter kph $0.025698

PPFAC Charge kph $0.006820

$15.00
80.064008

$0.080588

$0.080S88

$0.0s4008

50.080588
$0.080s88

80.035868

s0.03z537

80.000000

$8.10

$0.002908

$0.019488

$0.019488

$0.00700B

$0.023588

$0.0Z3588
$0.002670

$0.006839
N/M

1 1 7 %
5%

32%

32%
1 2 %

4 1 %

4 1 %

8 %

27%
N /M

;
E
I
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EXHIBIT HS-7 6 of 21

a

Rate ld Rate Description and UOM Present Rates Proposed Rates

Increase

$ %

TE5-21 Residential Time of Use (Frozen Lifeline % Discount)

Basic Service Charge Per Month

Sum On-peak First 500 kph
Sum On-Peak 501-1,000 kph

Sum On-Peak>1,000 kph

Sum Off-Peak First 500kph

Sum Off-Peak501-1,000 kph
Sum Off-Peak >1,000 kph

Win On-Peak First500 kph

Win On-Peak 501-1,000 kph
Win On-Peak>1,000kph

Win Off-peak First 500 kph

Win Off-Peak 501-1,000kph
Win Off-Peak >1,000 kph

Base PowerSummer On-peak kph

Base PowerSummer Off-Peak kph

Base Power Winter on-peak kph

Base Power Winter Off-peakkph

PPFAC Charge kph

$8.86

$0.078800
s0.078800

$0.078800

$0.030100

s0.030100
$0.030100

$0.065200

$0.065200

$0.06S200

s0.033000

$0.033000
$0.033000

$0.053198
50.023198

$0.040698

$0.020698

$0.006820

$15.00

50.064008

$0.080588

$0.080588

50.064008
$0.0805B8

50.080S88

$0.064008

$0.080588

$0.0805B8

50.064008

$0.0B058B

$0.080588
$0.051660

30.026750

$0.056000
$0.028092

$0.000000

$6.14

-$0.01479z

$0.00178B

$0.001788

$0.033908

$0.050488

$0.050488

-$0.001192

$0.01S388

$0.015388

$0.031008

s0.041s88
$0.047588

.$0.001538

$0.003552

$0.015302

$0.007394
N / M

69%

-19%

2.3%

2.3%

112.7%

168%

168%

-2%

24%
24%

94%

144%

1 4 4 %
-3%

1 5 %

38%
36%

N /M

TES-70 Residential Time of Use (Frlnen Lifeline % Discount)

Basic Service Charge Per Month

Sum On-Peak First500 kph

Sum Qn-peak 501-1,000 kph

Sum On-Peak >1,000 kph

Sum Shldr-Peak First500 kph
Sum Shldr-Peak 501-1,000 kph

Sum Shldr-peak >1,000 kph
Sum Off-Peak First500 kph

Sum Off-Peadc 501-1,000 kph

Sum Off-Peak >1,000 kph

Win On-peak First 500 kph

Win 0l'\'PB3k 501-1,000 kph
Win On-Peak >1,000 kph

Win Off-Peak First500 kph

Win Off-Peak501-1,000 kph
Win Oh'-Peak >1,000 kph

Base Power Summer On-Peak kph

Base Power Summer Shoulder kph

Base Power Summer Off-Peak kph

Base Power Winner On-peak kph

Base Power Winter Off-peak kph
PPFAC Charge kph

$8.18

$0.139300
$0.139300

$0.139300

$0.074000
$0.074000

$0.074-000

$0.037900

$0.037900

$0.031900
$0.09z500

$0.092500

$0.092500
$0.024900

$0.024900
$0.024-900

50.055698

$0.048198

$0.023198

$0.040698

$0.020698
$0.006820

$15.00

$0.064008
$0.080588

$0_080588
$0.064008
$0.080S88

$0.080588

$0.064008

$0.080588

50.080588

$0.064008

$0.080588

$0.0805B8
$0.064008

$0.080588
$0.080588

$0.051660

$0.051660
$0.026750

80.056000

$0.028092
$0.000000

$6.22

-$0.075292
.$0.058712

-$0.058712

-$0.00999z
$0.006588

$0.006588

$0.026108

$0.042688

$0.042688

-$0.0z8492
-$0.011912

-$0.011912
50.039108

50.055688
$0.05S688
-$0.00403a

$0.003462

$0.0035S2

$0.01s302

$0.007394

N / M

71%

-54%
-42%

-42%

-14%
9 %

9 %

6 9 %

1 1 3 %

113%

-31%

-13%

-13%

157%
224%

224%
-7%

7%
1 5 %

38%

36%
N /M
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EXHIBIT HS-7 7 of 21

Rate ld Rate Description and UOM Present Rates Proposed Rates

Increase

s %

TE6-01 Residential Service Standard [Frozen Lifeline Flat Discount)
Basic Service Charge Per Month $6.90

Sum First 500 kph $0.061100

Sum 501-1,000 kph $0.061100
Sum >1,000 kph 50.061100

Win First S00 kph $0.0S7000

Win 501-1,000 kph $0.0s7000
Win >1,000 kph $0.0s7000

Base Power Summer kph $0.033198

Base Power Winter kph $0.025698

PPFAC Charge kph 50.006820

$15.00

80.064008

$0.080588

$0.080588
$0.064008

$0.080588

$0.080588
$0.035868

$0.032537

$0.000000

$8.10

$0.002908

$0.019488

$0.019488

$0.007008

$0.0z3588

$0.0Z3588
$0.002670

$0.006839

N/M

117%

5%

32%
32%

12%

41%

4-1%
8%

27%

N/M

TE6-21 Residential Time of Use (Frauen Lliellne Flat Discount)

Basic Service Charge Per Month

Sum On-Peak First 500 kph

Sum On-Peak501-1,000 kph
Sum On-Peak >1,000 kph

Sum Off-peak First S00 kph

Sum Off-peak 501-1,000 kph
Sum Off-peak >1,000 kph

Win On-peak First500 kph

Win On-Peak 501-1,00o kph

Win On-peak >1,000 kph

Win off-peak First s00 kph

Mn Off-Peak 501-1,000 kph

Mn Off-Peak >1,000 kph

Base Power Summer On-Peak kph

Base Power Summer off-peak kph

Base Power Winter On-peadc kph

Base Power Winter Off-peak kph

PPFAC Charge kph

$8.86

$0.078800

50.078800
$0.018800

$0.030100
$0.030100

$0.030100

$0.065200

$0.065200

$0.065200

$0.033000

50.033000

$0.033000

$0.053198

50.023198

$0.040698

$0.020698

50.006820

$15.00

$0.064008

$0.080588

$0.080588

$0.064008

$0.080588
$0.080588

50.064008

s0.080s88

$0.080588

$0.064008

$0.080S88
$0.080588

$0.051660

$0.026750

50.056000

$0.028092

$0.000000

$6.14

-$0.014-792
$0.001788

$0.001788

$0.033908

$0.050488
$0.050488

-$0.001192

$0.015388
$0.015388

$0.031008

$0.047588

$0.047588

-$0.001538

$0.003552
$0.01s302

50.007394

N / M

69%

-19%
2 %

2 %

113%
168%
1 6 8 %

-2%

24%

24%

9 4 %

144%
144%

-3%

1 5 %

38%

36%

N /M

1

1
1

3
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EXHIBIT HS-7 8 of 21

Rate 14 Rag Desa'i_Ldon Ana UOM Present Rates ProposedRates

Increase

s %

TE6-70

I
I

I

Residential Time of Use (Frozen Lifeline Flat Discount)
Basic Service Charge Per Month

Sum On-peak First500 kph

Sum On-peak S01-1,000 kph
Sum On-Peak >1,000 kph

Sum star-peak First 500 kph
Sum star-peak S01-1,000 kph
Sum Shldr-pgak >1,000 kph

Sum Off-Peak First500 kph
Sum Off-Peak501-1,000 kph

Sum Off-peak >1,000 kph

Win On-Peak First 500 kph

Win On-peak 501-1,000 kph
Win On-Peak >1,000 kph

Win off-peak First 500 kph

Win Off-Peak 501-1,000 kph
Win Off-Peak >1,000 kph

Base Power Summer On-Peak kph

Base Power Summer Shoulder kph

Base Power Summer OB'-Peak kph

Base Power Winter On-peak kph
Base Power Winter Off-peak kph

PPI-'AC Charge kph

$8.78
$0.139300

80.139300

$0.139300

$0.074-000

$0.074000

$0.074000

s0.031900
$0.037900

s0.037900

$0.092500

$0.092S00

$0.09z500
$0.024»900
$0.024900

$0.024900
$0.055698

$0.04-8198
$0.023198

$0.040698

$0.020698

$0.006820

$15.00
$0.064008

50.0a0s88

$0.080588

$0.064008

s0.080s88
$0.080588

50.064008
$0.080588

$0.080588

$0.064»008
$0.080588

$0.080588
$0.064008

$0.080588

$0.080588
$0.051660

$0.0S1660
$0.026750

$0.056000
$0.028092

$0.000000

$6.22
-$0.075292

-$0.058712

-$0.058712

-$0.009992

$0.006588

$0.006588

$0.026108

$0.042688
$0.042688

40.028492
-$0.011912
-$0.011912

s0.039108

$0.055688

$0.055688
-$0.004038

$0.003462

$0.0035S2
$0.01530z

$0.007394
N/M

71%

-54%
-42%

-42%

-14%

9%

9%

69%

113%
113%

-31%
-13%

-13%
157%

224%

224%
-7%

7%

15%

38%

36%

N/M

TE6-201A
$6.90

$0.061100
$0.061100

$0.061100
$0.043600

50.043600

s0.043600

$0.041300

$0.041300

50.041300
$0.033198

$0.033198

$0.027198

50.006820

$15.00
$0.064008

$0.080588

$0.080588

$0.064008

$0.080588

$0.080588

50.064008

$0.080588

$0.080588

$0.02B694
$0.000000

$0.026030
$0.000000

1 1 7 %
5 %

Special Residential Service (Frozen Lifeline Flat Discount)

Basic Service Charge Per Month
Mid Sum First S00 kph

Mid Sum S01-1,000 kph
MidSum >1,000 kph

Remain Sum First 500 kph

Remain Sum 501-1,000 kph

Remain Sum >1,000 kph

Win First500 kph

Win 501-1,000 kph
Win >1,000 kph

Base Power Mid Summer kph

Base Power Remaining Summer kph
Base Power Winter kph
PPFAC Charge kph

$8.10
$0.00z908

$0.019488

$0.019488

50.020408

$0.036988

$0.036988

$0.022708
$0.039288

80.039288

-s0.004504
-s0.033198
-$0.001168

N /M

32%

32%
4 7 %

8 5 %

8 5 %

55%

9 5 %
95%

-14%
-100%

-4%

N /M
E

I
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EXHIBIT HS-7 9 of 21

R1\t¢ ld Rate Dece ption a!1d_UOm PresentRates Proposed Rates

Increase

s %

TE6-201B
$6.22

-$0.072892

-$0.056312
-$0.0s6312

-$0.010692
$0.005888

$0.005888

$0.025708

s0.042288

$0.042288

-$0.099500

-$0.099500

-$0.099500

40.048600

-$0.048600

~$0.048600

-$0.025300

-$0.0z5300

-s0.02s300
-s0.001192

$0.015388

$0.015388

$0.048708

$0.065288

$0.065288
-$0.011787

-s0.048198

-$0.000461

-$0.055698

-s0.04819e

-$0.0z3198

-$0.011889

S0.003180

N/M

71%

-53%

-41%
-41%

-14%

8%

8%

67%
110%

110%

-100%
-100%

-100%

-100°/o
-100%

-100%
-100%

-100%
-100%

-2%

24%

24%

318%

427%

427%

-21%

-100%

-2%

-100%

-100%

-100%

-29%

15%
N/M

Special Residential Service Time of Use (Frozen Lifeline

Basic Service Charge Per Month

Mid Sum On-Peak First 500 kph

Mid Sum On-peak 501-1.000 kph

Mid Sum On-Peadr >1,000 kph

Mid Sum Solder-Peak First 500 kph
Mid Sum Shldr-Peak 501-1,000 kph

Mid Sum Shldr-Peak >1,000 kph

Mid Sum off-peak First 500 kph

Mid Sum Off-Peak 501-1,000 kph
Mid Sum off-peak >1,000 kph

Remain Sum On-Peak First 500 kph

Remain Sum On-Peadt S01-1,000 kph

Remain Sum On-peak >1,000 kph

Remain Sum Shlder-Peak First 500 kph

Remain Sum Shldr-peak 501-1,000 kph

Remain Sum Shldx'-Peak >1,000 kph
Remain Sum Off-Peak First500 kph

Remain Sum Off-Peak 501-1,000 kph

Remain Sum Off-Peak >1,000 kph
Win On-Peak First 500 kph

Win 0N'P€2k 501-1,000 kph
Win On-Peak >1,000 kph

Wit] Off-Peak First 500 kph

Win Off-Peak 501-1,000 kph

Win Off-Peak >1,000 kph

Base Power Mid Summer On-Peak kph

Base Power Mid Summer Shoulder kph

Base Power Mid Summer Off-peak kph

Base Power Remaining Summer On-Peak kph
Base Power Remaining Summer Shoulder kph

Base Power Remaining Summer OIL-Peak kph

Base Power Winter On-Peak kph
Base Power Winner Off-peak kph

PPFAC Charge kph

Flat Discount]

$8.78

$0.136900
$0.136900

$0.136900

s0.014700
$0.074700

$0.074700

50.038300
$0.03B300

$0.038300

$0.099500

$0.099500

50.099500

$0.048600

$0.04»8600
$0.048600

$0.025300

$0.025300
$0.0z5300

$0.065200

$0.065200

50.065200

$0.015300

$0.015300

$0.015300

$0.0s5698

$0.04-8198

$0.023198

$0.055698

$0.048198

50.023198

$0.040698

$0.020698
$0.006820

$15.00

$0.064008

$0.080588
$0.080588

80.064008
$0.080S88

$0.080588

$0.064008
$0.080588

$0.080588

$0.000000

$0.000000
$0.000000

$0.000000

$0.000000

$0.000000

$0.000000

$0.000000
$0.000000

$0.064008
$0.080588

$0.080588

$0.064-008

$0.080S88

$0.080588

$0.043911

$0.000000

$0.022738

$0.000000

s0.000000

$0.000000

$0.028809

$0.023878
$0.000000

TES -01
1 1 7 %

5 %

32%

32%
1 2 %

4 1 %
4 1 %
8 %
27%
N /M

Residential Service Standard [Frozen Lifeline Medical % Discount)

Basic Service Charge Per Month $6.90

Sum First500 kph s0.061100

Sum 501-1,000 kph $0.061100
Sum >1,000 kph $0.061100

Win First 500 kph $0.057000

Win 501-1,000 kph $0.0S7000
Win >1,000 kph $0.057000
Base Power Summer kph $0.033198
Base Power Winter kph $0.02s69e

PPFAC Charge kph 50.006820

$15.00

50.064008

s0.080588
$0.080588

50.064008

$0.080588
$0.080588
$0.035868
$0.032537

$0.000000

$8.10

$0.002908

$0.0194B8
$0.019488

50.007008

$0.0z3ss8
$0.023588
$0.002670
50.006839

N/M

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164:51 PM
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EXHIBIT HS-7 10 of 21

LateId Rate Description and UOM PresentRates Proposed Rates

Increase

s %

TE8-21 4 rResidential Tl e of Use (Frozen Lifeline Medical % Discount)

Basic Service Charge Per Month $8.86

Sum On-peak First S00 kph $0.078800

Sum On-Peak501-1,000 kph s0.078800
Sum Dn-Peak >1,000 kph $0.078800

Sum Off-Ped( First500 kph 80.030100

Sum Off-peak 501-1,000 kph $0.030100

Sum Off-Peak >1,000 kph $0.030100

Win On-Peak First 500 kph $0.065200

Win 0l1'P8ak 501-1,000 kph $0.D6520()

Win On-peak >1,000 kph $0.065200

Win Off-peak First 500 kph $0.033000

Win Off-peak 501-1,000 kph s0.033000
Win off-peak >1,000 kph $0.033000

Base Power Summer On-Peak kph $0.0S3198

Base Power Summer Off-Peak kph $0.023198

Base Power Winter On-peak kph $0.040698

Base Power Winter Off-peak kph $0.020698

PPFAC Charge kph $0.006820

$15.00

$0.064008

$0.080588

$0.080588

$0.064008

$0.080588

$0.080SB8

$0.064-008

80.080588

$0.080588

$0.064008
$0.080S88

$0.080sB8
$0.051660

50.026750

$0.056000
$0.028092

$0.000000

$6.14
-$0.014792

$0.001788

$0.00178a
$0.033908

$0.050488

30.050488

-$0.001192

$0.0153B8

$0.01S388

$0.031008

$0.0475B8

$0.047S88

-$0.001S38

$0.003552

$0.015302

$0.007394
N/M

69%

-19%
2%

2%

113%

168%

168%

-2%

24%
24%

94%

144%

144%

-3%
15%

38%
36%

N/M

TE8-70 Zen Lifeline Medical % Discount)Residential Time of Use (Fro

Basic Service Charge Per Month

Sum On-Peak First500 kph

Sum On-Peak 501-1,000 kph

Sum 0n-Peak >1,000 kph

Sum Shldr-Peak First S00 kph
Sum Shldr-Peak501-1,000 kph
Sum Shldr-Peak >1,000 kph

Sum Off-Peak First 500 kph

Sum Off-Peak501-1,000 kph
Sum Off-peak >1,000 kph

Mn On-Peak First500 kph

Win On-Peak 501-1,000 kph

Win On-Peak >1,000 kph

Win Off-peak First500 kph

Win off-peak 501-1,000 kph
Win Off-Peak >1,000 kph

Base Power Summer On-peak kph

Base Power Summer Shoulder kph
Base Power Summer Off-Peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

$8.78

$0.139300

$0.139300

$0.139300

$0.074000
s0.074000

$0.074000

$0.037900
$0.037900
$0.031900

50.092500

$0.092S00

$0.092500
s0.024900

$0.024900

$0.024900
$0.055698

$0.04-8198

$0.023198

$0.040698

$0.020698

$0.006820

$15.00

80.064008

$0.080588

80.080588

$0.064»00B
$0.080588
$0.080588

50.064008

$0.080588
$0.080588

$0.064-008

$0.080588
$0.080S88

s0.064008

$0.080588
$0.080S8B

50.051660
$0.051660

$0.026750

$0.056000

$0.0z8092

$0.000000

$6.22

-$0.07S292

-$0.058712

-$0.058712

-$0.009992
$0.006588
$0.0065B8

$0.026108
$0.042688
50.042688

.$0_028492

-$0.011912

-$0.011912

$0.039108

$0.055688
50.055688

-$0.004038

$0.003462

50.003552

$0.015302

50.007394

N/M

71%

-54%

-42%

-42%

-14%
9%
9%

69%
113%

113%

-31%

-13%
-13%

157%
224%
224%

-7%

7%

15%
38%

36%

N/M
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EXHIBIT HS-7 11 of 21

Rate ld Rate ascription I1UOM Present Rates Proposed Rates

Increase

s %

TE8-201A Special Residential Service (Frozen Lifeline Medical % Discount)

Basic Service Charge Per Month $6.90

Mid Sum First500 kph $0.061100

Mid Sum 501-1,000 kph 50.061100

Mid Sum >1.000 kph $0.061100

Remain Sum First 500 kph $0.04-3600
Remain Sum 501-1,000 kph $0.043600

Remain Sum >1,000 kph $0.04-3600

Win First 500 kph 50.041300

Win 501-1,000 kph $0.041300
Win>1,000 kph $0.04-1300

Base Power Mid Summer kph $0.033198

Base Power Remaining Summer kph $0.033198

Base Power Winter kph $0.027198

PPFAC Charge kph $0.006820

$15.00

80.064008

$0.080588

$0.080588

80.000000
$0.000000

$0.000000

$0.064008

$0_080588

$0_080588
$0.028694

80.000000

$0.026030

$0.000000

$8.10

$0.002908

$0.019488
$0.019488

-$0.043600

-$0.043600

-$0.04-3600

50.022708

$0.039288

50.039288

-$0.004s04

-$0.033198

-$0.001168

N/M

117%

5%

32%

32%

-100%

-1o0%

-100%

55%
95%

95%
-14%

-100%

-4%

N/M

TE6-01BC Resldentid Service Standard (Frozen Lilhllne Flat Discount) Bright Community Solar
Basic Service Charge Per Month $6.90 $15.00

Sum First 500 kph $0.061100 $0.064008

Sum 501-1,000 kph $0.061100 $0.080588
Sum >1,000 kph $0.061100 $0.0eos88

Win First 500 kph 50.057000 $0.064-008

Win 501~1,000 kph $0.0S7000 $0.080588
Win >1,000 kph $0.0S7000 $0.080588

Base Power Summer kph $0.033198 $0.035868

Base Power \Mnter kph $0.025698 $0.03Z537

PPFAC Charge kph $0.006820 s0.000000

$8.10

$0.002908
$0.019488

$0.019488

$0.007008

$0.0z3s88

80.023588

50.00z670

$0.006839
N/M

117%

5%

32%

32%

12%

41%

41%

8%

27%

N/M

TE-R-01LL Residential Service Standard

Basic Service Charge Per Month

Sum First 500 kph

Sum 501-1,000 kph
Sum 1,001-3,500 kph

Sum>3,500 kph

Win First 500 kph

Win 501-1,000 kph

Win 1,001-3,500 kph
Win>3,S00 kph

Base Power Summer kph

Base Power Minter kph

PPFAC Charge kph

$10.00

$0.056200

$0.067200

$0.019800
$0.08a200

$0.056200

50.065200

s0.018100

$0.087100

50.03S111

$0.031532

50.006820

$15.00

$0.064008

$0.080s88

$0.080588
50.080588

$0.064»008
$0.080588

$0.08058a

$0.080588

$0.03S868

$0.032537
$0.000000

$5.00

50.007808

$0.013388
$0.000788

-$0.007612
$0.007808

$0.015388

$0.002488

-$0.006s12

50.000757

$0.001005
N/M

50%

14%

20%
1%

-9%

14%

24%

3%

-7%

2%

3%

N/M

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164:51PM



l I

EXHIBIT HS-7 12 of 21

Rate ld Rate Descriptionalma UOM Present Rates Proposed Rates

Increase

s %

TE-R01LB Residential Service R-01 Bright Community Solar

Basic Service Charge Per Month
Sum First 500 kph

SumS01-1,000 kph

Sum 1,001-3,500 kph
Sum>3,500 kph

WinFirst500 kph

Winso1-1.0ookwh

Win 1,001-3,500 kph
Win>3,500 kph

Base Power Summer kph

Base Power Winter kph
PPFAC Charge kph

$10.00

$0_055200
$0.067200

$0.079800

$0.088200
$0.056200

$0.065Z00

$0.018100

$0.087100

$0.035111

$0.031S32

$0.0068z0

$15.00

50.064008

$0.080588
$0.080588

$0.080588
$0.064»008
50.080588

$0.080588

$0.080588

$0.035868

$0.032537

$0.000000

$5.0o

$0.007808

$0.013388
$0.000788

-$0.007612
80.007808

$0.015388

$0.0024-88

-$0_006512

$0.000757
$0.001005

N/M

50%
1 4 %

20%
1 %

-9%

1 4 %

24%

3 %
-7%

2 %

3 %

N /M

TE-201AL Special Residential Electric Service
Basic Service Charge Per Month

Sum First 500 kph
Sum 501-1,000 kph

Sum 1,001-3,500 kph

Sum>3,500 kph
Win First 500 kph

Win 501-1,000 kph
Win 1,001-3,500 kph
Win>3,500 kph

Base Power Summer kph

Base Power VAunter kph
PPFAC Charge kph

$10.00

$0.050600

$0.060500

$0.071800

$0.079400

$0.050600

50.058700

$0.070300

50.078400

$0.035111

$0.031532
$0.006820

$15.00

$0.064-008

50.080588

$0.080588
$0.080588

$0.064-008

$0.080588

50.080588
$0.080588

$0.028694

50.026030
$0.000000

$5.00
50.013408

$0.020088
50.008788

$0.001188

$0.0134»0B
$0.02188B

50.010288
$c.002188

-$0_006417

-$0.005S02
N/M

5G%
2 6 %

33%
1 2 %

1 %

2 6 %

37%

1 5 %

3%

-18%

-17%

N /M

TE-201BL Residential Time of Use

Basic Service Charge Per Month

Sum On-peak First 500 kph

Sum On-peak 501-1,000 kph

Sum On-peak1,001-3,500 kph
Sum On-peak >3,500 kph

Sum Off-peak First S00 kph

Sum Off-peak 501-1,000 kph
Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph

Win On-peak First 500 kph

Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph

Win Oll'p€3k >3,500 kph
WinOff-peak First 500 kph
Win Off-peak 501-1,000 kph
Win Off-peak1,001-3,500 kph

Win Off-peak >3,500 kph

Base Power Summer On-peak kph
Base Power Summer Off-peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph
PPFAC Charge kph

$11.s 0

50.056800
$0.056800

$0.056800

$0.056800

$0.04-4000
$0.044000

$0.044000
$0.044000

50.048300

50.048300
$0.048300

50.048300

$0.035500
$0,035s00
$0.035soo

$0.03s500

50.050669
$0.026679

$0.03z893

s0.02709z
$0.006820

$15.00

80.064008
$0.080588

$0.080588

$0.080588

50.064008

s0.080s88
$0.080588
$0.080588

$0.064008

$0.080S88

$0.080S88
$0.080588

$0.064008
$0.080588
$0.080588

$0.0805B8
$0.04-1328
$0.021400
$0.027114

$0.022474
$0.000000

$3.50

$0.007208
$0.023788

$0.023788

50.023788
$0.020008

$0.036588
$0.036588
$0.036588

$0.015708

$0.032288

$0.032288
$0.032z88

$0.028508
30.045088
$0.045088

$0.045088
-$0.009341
-$0.005279

-$0.00S779

-$0.004618
N / M

30%

1 3 %
4 2 %

4 2 %

42%

4 5 %

8 3 %
8 3 %
83%

33%

67%
67%

67%

80%
1 2 7 %
1 2 7 %

127%

-18%
-20%

-18%

-17%
N /M
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EXHIBIT HS-7 13 of 21

R449ld Rana crlption andi)m Present Rates Proposed Rates

Increas e

s %

TE-R80LL Residential Time of Use

Basic ServiceCharge Per Month

Sum On-peak First500 kph

Sum On-peak 501-1,o00 kph

Sum on-peak1,001-3,500kph

Sum On-peak >3,S00kph

Sum Off-peak First 500 kph
Sum Off-peak 501-1,000 kph

Sum Off-peak1,001-3,500 kph

Sum Off-peak>3,500 kph
Win On-peak First 500kph

Win On-peak 501-1,000kph
Win On-ped<1,001-3,500 kph

Win On-peak >3,500 kph

Win Off-peakFirst S00 kph

Win Off-pedc 501-1,000 kph

Win Off-peak1,001-3,500 kph
Win Off-peak >3.s00 kph

Base Power SummerOn-Peak kph

Base Power Summer Off-Peak kph
Base Power Winter On-peak kph

Base PowerWinter Off-peak kph

PPFAC Charge kph

$11.50

$0.066800

$0.066800
$0.066800

50.066800

$0.051800

$0.051800

50.051800
$0.0s1800

$0.056800

$0.056800

$0.056800

$0.056800

$0.04-1800

$0.041800

$0.041800
$0.041800

$0.050669
$0.026679

$0.032s93
$0.027092

50.006820

$15.00
$0.064008

$0.080588

$0.080588

$0.08U588

$0.064008

$0.080588

s0.0a0se8
s0.080s88

$0.064008

$0.080588

$0.080S88

$0.080588

$0.064008

$0.080588

$0.080588
50.080s88

$0.051660

$0.026750

$0.033893

$0.028092

$0.000000

$3.50
-$0.002792

$0.013788

$0.013788

$0.013788

50.012z08

$0.028788

$0.028788

50.028788
$0.007208

$0.023788

$0.023788

50.023788
$0.022208

$0.038788

$0.038788

$0.038788

50.000991

$0.000071

$0.001000

$0.001000

N / M

30%
-4%

21%

21%

21%

24%

56%
56%

56%

1 3 %

42%

42%

4 2 %

53%

9 3 %
9 3 %

9 3 %

2 %
0 %

3%

4 %
N /M

TE-RBLL

1

30%

-34%

-17%

-33%

-33%

$15.00

$0.064»008
$0.0aos88

50.080588

$0.080S88

$0.064-008
$0.080588

$0.080S88

$0.080588

$0.064008
$0.080588

$0.080588

$0.08058s
$0.064008

s0.080588

$0.08058B

$0.080588
$0.081060
$0.022750

$0.041z93

$0.0z149z
$0.000000

32%

66%

13%

13%
-28%

-10%

-28%

-28%

66%

109%

31%

31%

Residential Time of Use Super Peak Lifeline
Basic Service Charge Per Month

Sum On-peak First 500 kph

Sum On-peak 501-1,000 kph

Sum 0ll'P€3k1,001-3,500 kph
Sum On-peak >3.500 kph

Sum Off-peak First 500 kph

Sum Off-peak 501-1,000 kph

Sum Off-peak1,001-3,500 kph
Sum Off-peak >3,500 kph

Win On-peak First 500 kph

Win On-peak 501-1,000 kph
Win On-peak1,001-3,500 kph

Win On-peak >3,500 kph

Win Off-peak First 500 kph

Win Off-peak 501-1,000 kph

Win off-peak1,001-3,500 kph

Win Off-peak >3,500 kph
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph
PPFAC Charge kph

$11.50

50.097100

$0.097100

$0.120100

$0.120100

$0.048500
$0.048500

$0.071s00

$0.071500

s0.0a9100
$0.089100

$0.112100

$0.112100

50.038500
50.038500

$0.061500

$0.061500
s0.080100
$0.022200

$0.040200

$0.0z0500
$0.006820

$3.50

-$0.033092

-$0.016512

-$0.039s12

-s0.039s12

$0.015508
$0.032088

$0.009088

$0.009088

-$0.025092

-$0.008s1z

-s0.031s12

-$0.031512

$0.02550B

$0.042088

$0.019088

$0.019088
50.000960
$0.000550

$0.001093
$0.000992

N/M

1%
2%

3%

5%
N/M
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EXHIBIT HS-7 14 of 21

Rateld Rate Degcripdon and QM Present Rates Proposed Rates

Increase

$ %

TE-PESXX

i
iI

Prepay Electric Service
Basic Service Charge Per Day
Sum First 20 kph Per Day

Sum >20 kph Per Day
Win First 20 kph Per Day

Win >20 kph Per Day
Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$0.6670

$0.064008

$0,080S88
$0.064-008

$0.080588

$0.035868

$0.032537

50.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M

N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M

TE-GS10 Small General Service

Basic Service Charge Single Phase Per Mo.
Basic Service Charge Three Phase Per Mo.

Sum First sao kph
Sum >S00 kph

Win First S00 kph
Win >500 kph

Base Power Sumner kph

Base Power Winter kph

PPFAC Charge kph

$15.50

$20.50
$0.077000

$0.097800

$0.057000

$0.079000
$0.035111

$0.031532
50.006820

$27.00
$32.00

$0.076899
$0.096899

$0.056900

$0.077900
$0.035868

50.032537

s0.000000

74%

56%

$11.50
$11.50

-$0.000101

-$0_000901

-$0.000100

-$0.001100
$0.0007s7

$0.001005

N/M

0%

-1%

0%

-1%
2%

3%

N/M

TE-GSXX Small General Service Demand

Basic Service Charge Per Month

Demand D-7 kW
Demand > 7 kW

Sum kph
Win kph

Base Power Summer kph

Base Power Winter kph
PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$27.00

$9.60

$13.75

$0.057770
$0.047770

$0.035868

$0.03z537
$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-GS11 Mobile Home Park Service (FROZEN)
Basic Service Charge Single Phase Per Mo.
Basic Service Charge Three Phase Per Mo.
Sum kph
Win kph
Base Power Summer kph
Base Power Winter kph
PPFAC Charge kph

$15.50

$20.50

$0.082000

50.062000

$0.035111
$0.031532

$0.006820

$27.00

s32.00

$0.080399

$0.080399

$0.035868

$0.032537
$0.000000

$11.50
$11.50

-$0.001601

$0.018399

$0.000757

$0.001005
N/M

74%

56%
-2%

30%

2%

3%
N / M

I

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164:51PM



I s

EXHIBIT HS-7 1 5 o f 2 1

Rate ld Rate Descry__tigl;;md UOM Present Rates Proposed Rates

Increase

s %

TE-GS76 Small General Service Time of Use

Basic Service Charge
Sum On-peak First 500 kph

Sum On-peak >500 kph

Sum Off-peak First 500 kph
Sum Off-peak >500 kph

Winter On-peak First 500 kph

Winter On-peak >500 kph

Winter Off-Peak First 500 kph
Winter Off-Peak >500 kph

Base Power Summer On-Peak kph

Base Power Summer Off-Peak kph
Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

$17.50
$0.099100

$0.099100

$0.084900

50.084900

$0.081400

$0.081400

$0.064~900
$0.064900

$0.050669

$0.026679

$0.03Z893

50.027092

s0.006820

$27.00

$0.076899

$0.096899

$0.076899

$0.096899

$0.056900

$0.077900

$0.056900

$0.077900

$0.051660

$0.026750

50.033893

$0.028092
$0.00¢000

$9.50
-$0.022201

-$0.002201

-$0.008001

$0.011999

-$0.0z4500
-$0.003s00

-$0.008000
$0.013000

$0.000991

$0.000071

$0.001000

$0.001000

N/M

54%
-22%

-2%

-9%

14%

-30%
-4%

-12%

20%

2%

0%

3%
4%

N/M

Solar Block Rate for Small General Service Rare GS-10 $0.053274 $0.0S4197 $0.0009z3 2%

TE-GSXIC( Small General Service Demand Time of use

Basic Service Charge Per Month

Demand 0-7 kW

Demand > 7 kW

Sum On-peak kph

Sum Off-peak kph

Mn On-peak kph

Mn Off-peak kph

Base Power Summer 0n~Peak kph

Base Power Summer Off-peakk p h

Base Power Winter On-peak kph

Base Power Winter Off-peak kph
PPFAC Charge kph

N/M
N/M
n/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/\vl

$27.00

$9.60
$13.75

$0.057770

$0.057770

$0.047770

$0.047770
$0.051660

$0.026750

$0.033893

50.028092

s0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M

1

TE-G10BC General Service Bright Community Solar
Basic Service Charge Single Phase Per Month
Basic Service Charge Three Phase Per Month
Sum First 500 kph
Sum>500 kph
Winter First 500 kwh 0568
Winter >500 kph 0788
Winter First 500 kwh 0570
Winter >500 kph 0790
Base Power Summer kph
Base Power Winter kph
Solar Blocks kWh_2011
Solar Blodcs kWh_2013
Solar Blacks kWh_20xx
Credited Solar Blocks kWh_2011
Credited Solar Blocks kWh_2013
Credited Solar Blocks kwh_20xx
PPFAC Chargek p h

$15.50
s20.50

50.077000
$0.097800

$0.057000

$0.079000

s0.0s7000

50.079000

50.035111

$0.031532
$0.028475
$0.033274
$0_028475

-$0.028475

-$0.033274

-$0.028475

$0.006820

$27.00

$32.00

$0.076899

50.096899

80.056900
$0.071900

s0.000000
$0.000000

$0.035868

$0.032537
$0.0284-75
$0.033274

$0.028475
-$0.028475

-$0.033274

-$0.028475
$0.000000

$11.50
$11.50

-$0.000101

_s0.000901
-$0.000100

-s0.001100

-s0.057000
-$0.079000

$0.000757

s0.001005
s0.000000
50.000000

$0.000000
$0.000000

$0.000000
s0.000000

N/M

74%

56%

0%
~1%

0%

-1%

-100%

-100%

2%

3%
0%
0%

0%

0%

0%
0%

N / M
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EXHIBIT HS-7 16 of 21

Increase
RatE ld Rate Description and UOM Present Rates Proposed Rates

s %

TE-GSM10 Small General service (municipal 'Transitional Adiustment)
BasicService Giarge Single Phase Per Month $15.50

Basic Service Charge Three Phase Per Month $20.50

Sum First S00 kph $0.077000
Sum>500 kph $0.097800

Win First 500 kph $0.057000

Win>500 kph $0.079000

TransitionalAdjustment 16.50%

Base Power Summer kph $0.03s111
Base Power Winter kph $0.031s3z

PPFAC Charge kph $0.006820

$27.00
$32.00

$0.076899

$0.096899

80.056900

$0.077900

0.00%

$0.035868

$0.032537

$0.000000

$11.50

$11.50
-$0.000101

-$0.000901

-$0.000100

-s0.001100

-$0.165000
$0.000757
$0.001005

N/M

74%

56%
0%

-1%

0%

-1%

-100%

2%
3%

N/M

TE-G10MBC far

i

I

1

General Service (Municipal Transitional Adjustment) Bright community So

Basic Service Charge Three Phase Per Month $20.50

Sum First500 kph $0.077000

Sum>500 kph $0.097800

Win First500 kph $0.057000
Win>500 kph $0.079000

Transitional Adjustment 16.50%

Base Power Summer kph $0.03S111

Base Power Winter kph $0.031532

PPFAC Charge kph $0_006820

$27.00

$0.076899

$0.096899

50.0S6900

80.077900

0.00%

$0.035868

$0.032S37

s0.000000

$6.50

-s0.000101

-s0.000901

-$0.000100

-$0.001100

-$0_165000

$0.000757

$0.001005

N/M

32%

0 %

-1%

0 %

-1%

-100%

2 %

3 %
N /M
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EXHIBIT HS-7 17 of 21

Rate ld Rate Description and UOM Present Rates Proposed Rates

Increase

s %

TE-GS36

RT43 Water Pumping

GS-36 (43) Water Pumping-Firm Service

Basic Service Charge Per Mo.

Sum kph

Win kph

Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

$15.50
$0.068000

$0.04-8000

$0.035111

$0.031532

$0,006820

s27.00

80.073299

$0.056999

50.035868

$0.032S37

80.000000

s11.50
$0.005299

50.008999

$0.0007s7

$0.001005

N/M

74%

8%

19%

2%

3%

N/M

TE-GS37 GS-37 Com Water Pumping-Firm w/ Primary Voltage Discount

Basic Service Charge Per Mo. $15.50

Sum kph $0.064600

Win kph $0.045600

Base Power Summer kph $0.033355
Base Power Winter kph $0.029955

PPFAC Charge kph $0.006820

$27.00

$0.069634

$0.054149

$0.034075

$0.030910

$0.000000

$11.50

$0.00S034

$0.00es49

$0.000719

$0.000955

N/M

74%

8%

19%

2%

3%

N/M

TE-GS38 GS-38 (43) WaterPumping-lnterruptible Serv

Basic Service ChargePer Mo.

Sum kph

Win kph

Base Power Summer kph

Base Power Winter kph

PPFAC Chargekph

$15.50

$0.042000

$0.027000

s0.031310

$0.0284z0

$0.006820

$27.00

$0.047300

$0.036000

$0.032100

80.029400

$0.000000

$11.50

$0.005300

$0.009000

$0.000190

50.000980

N/M

74%

13%

33%

3%

3%

N/M

TE-GS39 GS-39 (43) Water Pumping-lnterupt w/Primary Voltage Discount

Basic Service Charge Per Mo. $15.50

Sum kph 80.039900

Win kph $0.025650

Base Power Summer kph $0.c29745

Base Power Winter kph $0.926999

PPFAC Giarge kph $0.006820

$27.00
50.044900

$0.034200

$0.0304»95
$0.027930

$0.000000

$11.50
$0.005000

$0.0085S0

$0.000150

$0.000931

N/M

74%

13%

33%

3%
3%

N/M

TE-MGS Medium General Service

Basic Service Charge Per Month

Summer Demand Charge Per kW

Winter Demand Charge Per kW

Summer kph

Winter kph
Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

N/M

N/M
N/M

N/M

N/M
N/M

N/M

N/M

$40.00

$6.75
$3.65

$0.082899

$0.069899

$0.035868

s0.032s37

50.000000

N/M

N/M
N/M

N/M

N/M

N/M
N/M

N/M

N/M

N/M
N/M

N/M

N/M

N/M

N/M

N/M

Solar Block Ratefor MediumGeneral ServiceRate MGS s0.0s3z27 0.05418

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164:51 PM



i

EXHIBIT HS-7 18 of 21

Rite ld Rate Description and UOM Present Rates Proposed Rates

Increase

$ %

TE-MGSTOU Medium General Service TOU

Basic Service Charge Per Month

Demand Summer On-Peak per kW

Demand Summer Off-Ped( ExcessPer kW

Demand Winter On-Peak Per kW
DemandWinter Off-Peak Excess PerkW

Summer On-Peakkp h

Summer Off-Peak kph

Winter On-Peakk p h

Winter Off-Peak kph

Base Power Summer On-Peak kph

Base Power Summer Off-peak kph

Base Power Winter On-peakk p h

Base Power Winter Off~peak kph

PPFAC Charge kph

N /M
N /M
N /M

N /M
N /M

N /M
N /M

N /M

N/M
N/M

N / M

N /M
N /M

N /M

$40.00

$7.75

$3.45

$3.35

$2.85
$0.109499

$0.066899
$0.109499

$0.066899
$0.051660

$0.026750

$0.033893
s0.02809z

$0.000000

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

TE-MGSBC Medium General Service Bright Community solar

Basic Service Charge Per Month

Summer Demand Charge Per kW

Winter Demand Charge Per kW
Summer kph

Winter kp h

Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

$40.00

$6.75

$3.65

$0.082899

$0.069899

$D.03S868

$0.032537

s0.000000

N/M
n/xvl
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

1

TE-LGS13 Large General Service
Basic Service Charge Per Month

Demand Charge Per kW

Summer kph
W inter kph

Base Power Summer kph

Base Power Winter kph
PPFAC Charge kph

$775.00

$15.25

s0.0192

$0.0134

$0.03s111

$0.031532
$0.006820

$950.00

$17.55
$0.0185

50.0143

$0.03S868

s0.032s37
$0.000000

$175.00

$2.30

-s0.000700
$0.000900

$0.000757

$0.001005
N / M

23%

15%

-4%
7%

2%
3%

N/M

TE-LG85 Large General Service ran
Basic Service ChargePer Monde

DemandSummerOn-Peak per kW

Demand Summer Off-Peak Per kW

Demand Winter On-Peak Per kW

Demand Winter Off-Peak Per kW
Summer On-Peak kph

Summer Off-Peak kph
Winter On-Peak kph
Winter Off-peak kph

Base Power Summer On-Peak kph

Base Power SummerOff-Peak kph
Base Power Winter On-peak kph

Base Power Winter 0tT~peak kph

PPFAC Charge kph

$950.00
$14.55

$10.92

$11.59
$9.10

$0.008600
$0.006000
s0.003000
$0.000500
$0.050669

50.026679
$0.032893

80.027092

$0.006820

$950.00

$22.15

$10.92
$18.50
$9.10

$0.018540
s0.012700
$0.007100
$0.001z50

$0.051660
$0.026750
$0.033893

$0.028092

$0.000000

$0.00

$7.60

s0.00
$6.91

$0.00

50.009940
$0.006700
$0.004-100
$0.000750

s0.000991
$0.000071

s0.001000
$0.001000

N / M

0%

52%

0%
60%

0%
116%

112%
137%
150%

2%

0%
3%

4%

N / M
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EXHIBIT HS-7 19 o f  21

R2t8ld Rate Description and UOM Present Rates Proposed Rates

Increase

s %
_

TE-L13BC
$775.00

$15.25

$0.0192

$0.0134
50.035111

$0.031532
$0.0332z7

$0.029371

.$00029371

$0.029371

40.029371

$0.006820

$950.00
$17.55

$0.0185

$0.0143

$0.035868

$0.032s37
50.033227

$0.029371

-$0.0z9311

$0.0z9371

-s0.029371

$0.000000

23%
15%
-4%

Large General Service Brigg Community Solar

Basic Service Charge Per Month

Demand Charge Per kW

Summer kph

Winter kph

Base Power Summerk p h

Base Power Winter k p h

So1ar_Blocks_kWh_053227_2P

Solar_Blocks_kWh_039371_1_1P

Credited_Blocks_kWh_039371_1_1P

So1ar_Blocks_kWh_039371_2_1P

Credited_Blocks_kwh_039371_2_1p
PPFAC Chargek p h

$175.00
$2.30

-s0.000700

s0.000900

$0.0007S7

$0.00100s
s0.000000

$0.000000

s0.000000

$0.000000

s0.000000

N/M

7%

2%

3%

0%

0%

0%

0%

0%
N/M

TE-LLP14 Large Light & Power

Basic Service Charge

Demand Charge
Summer kph

Winter kph

Base Power Summer kph

Base Power Winter kph

PPFAC Charge kph

$1,800.00

21.98
0.0032

0.0021
0.031611

0.028388
$0.006820

TARIFF CLOSED

N/M

N / M
N / M

N/M
n / M

N/M

N / M

TARII'-"F CLOSED

N / M N/M

N / M N/M
N/M N/M

N/M N/M

N/M N/M
N/M N/M

N/M N/M

TE-LLP90 Large Power Service Time ofUse

Basic Service Charge Per Month

Demand Summer On-Peak per kW

Demand Summer Off-peak Excess Per kW

DemandWinter On-peakPer kW
Demand Winter Off-peak Excess Per kW

Summer On-Peak kph
Summer Off-Peakk p h

Winter On-Peakk p h
Winter Off-Peakk p h
Base Power Summer On-Peak kph
Base Power Summer Off-Peak kph

Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

52,000.00

$20.49
$12.49

$15.49

$9.99

$0.006900

$0.006500

$0.007S00
$0.007100

$0.045568

s0.02398s

$0.029581

$0.0243s2

$0.006820

$10,000.00

$22.60

$14.69

$17.06

$14.58

50.007400

$0.0074-00

$0.007400
$0.007400

$0.04-9077
$0.0254-13

50.032198

$0.026687

$0.000000

$8,000.00

$2.11

$2.20

$1.57

$4.59

$0.000s00
$0.000900

40.000100
s0.000300
$0.003509

$0.001428

$0.002617

$0.002335
N/M

400%
10%

18%
10%

46%

7%

14%

-1%

4%
8%

6%

9%
10%

N/M
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EXHIBIT HS-7 2 0  of  2 1

Rate ld Bate Description Eng U_QM Present Rates Proposed Rates

Increase

s %

TE-138

I

Transmission Service Rate 138kV

Basic Service Charge Per Month
Demand Summer On-Peak per kW

Demand Summer Off-Peak Excess Per kW

Demand Winter On-Peak Per kW

Demand Winter Off-Peak Excess Per kW

Summer On-Peak kph

Summer Off-Peak kph

Winter On-Peak kph

Winter Off-Peak kph
Base Power Summer On-Peak kph

Base Power Summer OB'-Peakkwh
Base Power Winter On-peak kph

Base Power Winter Off-peak kph

PPFAC Charge kph

N/M
N/M
n/M
N/M
N/M
N/M
N/M
N/M
n/M
N/M
N/M
N/M
N/M
N/M

$15,000.00

$22.00

$14.69

$17.06

$14.58
50.007400

$0.007400

$0.007400

$0.007410

$0.04~8044

$0.024-878
$0.0315z0

$0.026126

$0.000000

N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M

N/M
N/M
N/M
N/M
N/M
N/M
N/M

2015 TEP Rev Proof CompSensConfid Settlement.xisxSchedule H-3 8/24/164:51 PM
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Rate ld Rate escription Gd UOM Present Rates Proposed Rates

Increase

s %

TE-P418¢P47

I

i

P41Traffic Signal & Street Lighting

Basic Service Charge Per Month

All Delivery kph

Base Power Summer kph
Base Power Winter kph

PPFAC Charge kph

$0.00

50.047600
$0.035111

$0.031532

$0.006820

$0.00

$0.054000

$0.035868

80.032537

s0.000000

$0.00

$0.006400

$0.000757
$0.001005

N/M

0%

13%

2%

3%
N/M

TE-P50 Lighting Service

TE-R51 + TE-R51000H

TE-C52 &52A 100UG

2500H

250UG
4-000H

400UG

55TH

55P
55UG
70UG

Pole

$8.19

$23.72

$12.29
$27.82

$18.70

$34.23

$8.19

$8.19

$23.72

$23.72

$2.86

$9.97

$28.87

$14.96

$33.86
$22.76

$41.66

$9.97

$9.97

$28.87
$28.87
$3.48

$1.78

$5.15

$2.67

$6.04

$4.06

$7.43

$1.78

$1.78

$5.15
$5.15

$0.62

22%
22%

22%

22%
22%

22%

22%

22%
22%

22%
22%

Base Power

1000H

100UG

ZSOOH
250UG

4000H

400UG
5501-1

55P

55UG
70UG

$1.34

$1.34

$3.36
$3.36
$s.38

$5.38
$0.85

$0.85

$0.85

$0.94

$1.36

$1.36

$3.42

$3.42
$5.47

$5.47

$0.86

$0.86

$0.86
$0.96

$0.02

$0.02

$0.06

$0.06
$0.09

$0.09
$0.01

$0.01

$0.01

$0.02

1%

1%

2%
2%

2%

2%

1%

1%

1 %

2% =

2015 TEP Rev Proof CompSensConfid Settlement.xlsxSchedule H-3 8/24/164:51 PM
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3lǸwe

an
n
o
11
vm

m
~.
3vs

I--
°!
N
N
an

hU\
NN
w

§ 3
8

3
N
m
V\

o
q
Nmq1.

3
Nm
vs

3
N
m
10

3
N
m10

8
N
fn
w

as_u
m

8;
a -5
8

3
miv
oh

3
2
v s

3mFlv»

3m-I
Sn

3
mFl
m

3
l.n
A
a n

3mFT
vs

82
P-

E
E
ras
sllQ

\\\\\\\\
3

o o 8N § o o

8
3

caml § § §
manN

l.n
m
N

§
8
I-H

8m § § § o
3

J :

3

o
Nm 3 Lm

NI
1-1

4, \h
co
r~

mcol~

Ia
3cc<

8r.re

cm

3
|-z
gs
u
EEE
8
o

=

m
4-1
GI

z

nm
He
m
m
v s

as
-q

g
u1

m
"!
mm14
us

Ur
' E
-Ir
r -
1-1
m

92
8

no
4
so
so
m

3u.4B.

3
a

m
l.n_
onm

m
1
l.n
Rh

m
l.n_
nom

r -
sq
1 :
l"\
om

nm
rv8
i n
qt,

m
m!
mm

0
u.
0m
m
m

N
inmFl
m
Q
o'lb

3
\ D
1-4
a n

01
q
m
N
Ul

N
q
gom

N
m
GO
q
'Lh-

nm
Rx
Q
N
ua

l.n
If
-we
N
m

GJ8
'ao

8
m
in
A

2
8
8

8
8

3
a

3
a § § 8

54

§
oFl
anr-
q
o-en

3
8

3
Si

in
\n
an
14
m

m
q
svs

3
8

3
8

8
oNl.n
m
q
oSn

S
Hvs

r~
"1
N
N
UI

3
N
m
w

o
*Q
Nm
u>

w
sq
noFl
m

no
sq
no
Fl
'Ul-

§
oN
wnm
Q
8

o
" !
mN
vn

o
" -
noNm

o
" !
mN
-an

o
-*.
wH
m

o
"!
anNm»

o
"5
noN
U)

§
b e
u 23 U
8

3
cFL
us

3
o
l ' l
w

8
ovs
10

3
o
1-4
4/9

3
c
1-4
w

3
o94
vs

3
oin
oh

4°-"_I-
'E
E
zo
Z
5D

8
ors
m
A

o o o c o o

§
o o omN

3m
o o

8
53

o
N § Sm § mnoN

an
so
N

§
§ oo

m §. § oo
m §

Z

8

oNm 3 3. 3
"1

m
so
r~

nm
ea
l~

g
<c
<

8'
s0z

2o.
m
'!!Nw
r-4
NN
of

°9
m

|:
E
x

N
3
E
8
3
z
u

gQ
3

3
3
ac'x
_cm
>s
cU
E
2
zom

¢u.l
| -
E
3

=r

2
'D
C)

. c
um

D .
U-I|-
m
H
o
NRu

E
m

E o
'E0
E

E
S

5
x

f!
E
vi

E 89 s2
S
x

r

2

I

: l al ll_l



•u:cm. :U
ah

an
r -
ad E an

et
1-1

*B
<5

§
m

3;
m

N
n.
no
oh

F l
vs_
r~
1 6

h
n.
1m

a s

q
1 4
m

r~
Ag
r~
va

¢
4
so
-ors

§
EE3
3
8
3

m
4-1
m

Ru
~.
wa
an
a s

|-
m_
o\D1-1
-an

a
m
mNIA

ca
r
l"*
an
N
un

so
"1
omU)

m
"Q
l'l
mv-l
vl-

U
<u.n.
a.

N
ofso
3
ovs

l-l
up
m
m

8. N
*Q
mFl
10

I"
"I
#DH
m

m
Ag
m
up»

85
in

m
u.
oinmm

vi
vsrt
min
q
ooh

m
et
wNm

N
"!
o1-
Ih

N
m
ansom

lb
l.n
r-
N4-6

ea
m_
o
-Ur
0 )

3?
>_

E
Q

8mm
A

o
N
m

3
o
m

3
a

3
a

8
a

3
8

3
a §

oo
m
f n

oeamh
Q
8

3
a

3
o
m
w

LD
us
as
r-
ua-

vs
"'!
-u
H
I-I
v s

§ r~
q
1-11'lm

3
2r~
3
o<0

3
H
Nwe

o
'Q
m
m
0-

o
'Q
min
m

3m
mvs

m
-s
mFL
m

o
sqfnan
an

§
8som
Q
8

o
-s
noN~u1»

o
"!
w
N
v1»

o
"'!
mNm

o
" ' !
no
N
v a

o
" !
noN
m

o
" 8
ea
N
Rh

l l
E
m

. :
u

U
_u
zasvo
u
'amm

8
o
u-1
vs

8
8
v s

3oFl
IA

8
oH
oh

3
ore
th

3oFl
v>

3
oFL
oh

V I
¢

u.l_
| -

§

E
_>
Tn
D

8minA

o o o o o Q

§
o 5 am

oin
Q
v-1

o o
3

3
Nno
m

oo
m

8m § nm
an
N §

§
8m § § § o

o
m §

. :

3

NN
no 8 81

o
m

- q _
N

m
an
v~ E

gr<c
<

an>
<Ill0¢

8r-
3
D
8
oL
oE
E
:
E
Q'
Q

3
'65
z

en
'42
N
o
QS
q )

es
f\
m-4
vs

|'-
n.
m
mNvs

am
\o
Up
Eu
l"*l
vs

m
"!
com'Rh

vs
q

8
4-1
v s

u
<u.Q.D.

8
cooh

3
8

3
8

3
a

3
a

o
Qom

8
a

3
IL

$1
8

3aIIIm
Q
ov\

gr
mN
w

3.
as
we

<4

m
*QHr~.
fn

m
*.
r~m*Ul

m
"9
noNUI

l.n
~.re
4#A

E
.z
3D

_\\\\\\\\
o

§
A
36w

3
a

m°!o
mm

m
m_
8vs

v
ngmrt
Fl
m

3
8

m
Q
NH
up»

8
3

m

8
3
c
V )

nm
q
m
1-4
va

m
~.
3Vi

m
~.
3
<n

1\
qN
Nus

m
~.
8us

§ §qom

3
N
m
w

3
Nm1/>

3
Nm
vs

3N
m10

3
Nm
40

3
Nfn
Vh

.3
g m
3%
*as
3

o

Q
i n
H
U l

3
m
9-1
u s

3
\nHQA

3
mH
vs

8
nmvs
10

3
ml-I
14

3
RhFl
vs

ma:
".L'
|-

5
5
__>

o

\\\\\\\\
g

o § '88
c
m

Q _
1-1

o 8

8
NNm § § § anmN 8

nm

§
§ § o

o
m

8m § oonm

. :

E

NNan
v

fa
o
m

"=:.
N

3l\
omFl
1-1

4°
8
<

9
sUor

llll
vo. :u

Sn

°P
m
:|:

'FE

Xu.l

8812
E
§
E
8
3

'i
E
E
a

= gan g g

2
EIll

4)
E '

.'.'!

T.
E
UP

§ 59 x
2

14
3

fun IH Lu



8
x

es
Eu

ah
4-1
in

ah
""'!
Sr E 4

N
§
m

a
6
Ur

m
qo<4

m
~.
ml
i h

3
a

Q
""".
m
v s

m
l.n
l' l
um

m
*.
l*l
ua

g
8
gE
Q;

8 44

3 3
.= o
5 as
"'o E
z

8
N
q
nm
r ~
0'l»

m
et
N
F l
n
4.n»

8.
m
m
1-1
v s

8.
89.

Fl
».n
o
an
oh

3
4-»
•
z

r~
QoWm

nn
qoUPvs

ID
sq
P*N
FL
us

93
5
vs

3
9,

in
nm
m
mi N

U
<u.1D.

§
3
8

8
8

o
qo
'Up

s
a

3
a

3
8

3
8

Se
8

hm
8qoV)

3
n10

3
m
m

=.
35.

qN
a

-Er
up
,4
N
ah

3
UP
N
vs

E

3

\\\\\\\\
o
sFLA

8
§8

3
a

oqom
N
":min

m
q
1N40

3
a

8
8

8
3

an

8
d

8
a

3
m
F l
v> §;

m
~.
8w

anm
vs

|--
°!NNin»

§ 8
qoit)

2
Sim

o
QNmus

o
QN
12

o
qNinan

o
QNmih

8N
m
m

v
E
8

.s
2
8
.8

3
gtw

3
nmH
w

8
m
vs
Vu

3m14oh

3
m
F l
v s

S
m-4m

3
inFL
Vi

m

E
»'=
E'
3

E
8
8

\\\\\\\\
o

§
A

o o 14
r-~

o1'lm
o o

8
o o-4N §

ooin
r~1
mo
H 8

§

tn
r-
1.1

Sin § 8m § §

g
g.\¢

m
r-
-4

o
q
l"'\-

1-1
r -

q
1-1

a
Fr
m_
14

NTbw
an
m
I-

3
E
<

g
s
8

8Es
§
g8

.c92 4-1
3 s
3 3'ii o
z

N
'Wm
a

m
"1mnin

l~4

m_

8
v s
< 4

un
"E
som
14
-an

m
q
m
so
mn

=
'.:
as

- _.Q-

3

4
alVS

en
k g
n o
m
-an

N
cm_
| -
F l
l"l
vs

9
3oh

m
q
Q|--an

m
p :
m
no
m

u
3o.n.

N
s
3ovs

en
ng
m
un

m
qmm

o
"'!I-vs

m
q
nom 3

#4
8

9Ju.
s
a

NmmFLm
Q
a

F*
'Fe
QFl
m

m
m
m
N
U1

I-
fr
m
m
-an

Fl
m
,,i
a

r -

sq
o
l'*l
4 n

m
*Z
4
N
4l'l»

z
8
8

8
nmm
A

a
4-4
l~
cm
Q

8

§ 8
8

3
8

s
3.

3
S

o
qoih

oom
a s

Q
44

2
q
o
um

3
8

ca
q
a
sn

m
m
nm
th

Fl

~qml
'Ih

3
a

S
8

3
oNmID
Q
oum

3
8

3
9.

3
N
m
10

o
q
r~4mRh

m
sq
o
F l
'Eh

e a

4
an
F l
v l

§
o
N

8
Qom

a n

up
m
no
t h

o
"2IaN4n

o
" ImNRh

"'!
no
N
1.N

o
-1
asw

o
to
mNUL

ll
E
6

.1
E
8
8

3oFlRh

3
9.fn

3oHvs
3
a

3
2.v>

3o44
vs

3
3
v s

8
E
§
E
8
8

8mmA

o o o o o o

8
9

o o 1-1
r ~

O
vs
cm

o o

o

§

9
¢*l

oom sm
nu
IDH

mmN

§_
fn
I\
nr § sm § § §

. c

E

m
l \
-re 8

Fl
r--
qFl

o
9-1
m_
FT

N\Do 8h

.5
E

g
8no

I

§§:
i i r~¥ 6,.| I I

I

ah ah ah
N ~. -qN o

-:' -:'
E4
F l

is
mm
QN
Qco

l
I

°?(D
=
9
:|:
XIJJ

_I
='.
9
z

s
8E
8
8

E'
s
'S

la_|
I-I
o
asx
2
'€
a dc

E

G)
E
2
1:
U
m
<r

2
3
'U
U
.c

Um
o.
LIE
|-
m
1-4
o
N

14:

38

E .E u 5
E x
E

E
5

E

E
8 3' 3
E



8cmzu
x

x
vs
Fl

g
no
N

ah
"2
Q

xm
6

ah
so.
1-1

g
n.
N

1-1
N
u-1
vm

in
"!
in
1.4

N
l.n_
o
va

I-l
" !
4-4
U\

vi
o
1-4
vs

-u
l"t
N
m

E
E
E:
E
9
m

.c

.*:

3
4-»

4-1
c
3u
JL'

Q D
z

3
h
m

vo
* .
m
1-1
Fl
10

3
E

m
re1-4
94
N
Ul

rn
Pt
| \
m
'U'l

3
N
NFI
ax

3
'5z

3
,Qm

m
Te
N
NFI
10

o°!NmHm

m
Fe
o
NN
us

on
4
mr-
'Vi

m
Ag14
onH
v>

u
<
u .
n.
4

N
no
so
3
oV)

8
JL

rn
m_
1*m

o
Ru
oFl
'IA

N

°=a
N
1-1
u m

8 3
IR

m

u .

m
UI
as
a n

Flrt
Fl
\nm
q
8

of
doin
N
m

q
"":
f-.
in
m

3
\.n
UP
1 0

H
Q
810

~a~

~.inN
-un-

mm
d
3 .

e
.8UD

8
nm
m
A

QN
of
no
q
oum

o
Q
Qm

o
qom

3
a

o
qo
U1-

§ 3
a

o
onmm

sml\qoVF

8
8

m
u:
m
-Mn

1-1
'11
UP
W
m

N
n.
or~11)

o
q
D'U'l»

r-
U!
1-41-1
m

8
oNI\
LD
Q
ovs

3N
Fl
PA

o
'Q
m
m
-an

3in
so

3
m
mvs

no
"Q
o
F l
U1

3m
mU)

§.
oN
nom
Q
ow

o
" !
on
N
'Ih

c
-1
8us

o
""!
mNua

o
"5
mN
vs

o
"'!
soNEh

o
-s
84.4

U

U8
oz E'
.8 5

Nm

3
oFT
w

3
c >
u-4
v s

s
opp
<4

3o
4
v s

3
oFl
<4

3
o-4
vs

3oHvi

m
ac
*L*
|..

§5
a
.8
3

8mm
A

o o o o o Q

8
o l.nr- msom 8 o om-4

o

§
m
noI*

oo
m

sm § N
soFl §

o
o
m § § § § § §

. c

3
x

m
8

nm
r~
Q.
H

cmm
"114

o
81H

§ oinFT
1-4

8°<cc<

an>
<inIU
z

5
a
8

8
13
§
g

='a3
= 3
°l:T> 8
Fie:
z

S n

~ .
1 -1
1"~
' E h

m
Ag
m
Fl
1-1
Vn

N
q
*|--Fl
~urr

3
ovs
N
(A

=
es
10

m
"Q
anNH
va-

3
'6$z

m
~.
3(A

m
°°!H
in1-1
Ul

N
q
m
m1"l
~U1

3m
N
Nw

of
"8
in
on
411

m
*Q
Q
uu-H
m

u
<u.
a.
a.

§
88

§ 8 8
dV)

o
Q
Qm 8 3

5%

U

u..

so
i n
ms
o n

m
sin
8
dv»

Q
vo
~=rN44

~a
U!
as
IA

no
ng
mmIA

in
~=t
1-
moh

Q
*T
m
N
'IA

pp
Fl
Q
v s

E
3

.\\\\\\\\
3

m
8
3
oSn

o
q
o1A

8.
13

3
3

N
°!
car~
46

3
a

8
r~4
v 4
w

3
m
nmo
3o
v s

m
'W
-Er
F l
U l

mN
d
a,

m
~.
o
a

3
m
r tv»

cm
n.
o
wem

§
14
o
3
Q
oVS

o
q
N
mus

8
Nmvs

Q
q
N
inm

o
q
N
m'Ul

o
Q
Nin
q).

3
r~4
i n

m

Lu.8ea
Ia 8
m Lu

m
m

3
mFl
vs

3
ahFl
v>

3
a

3
mFl
IA

3
mFT
w

3
mFL
an

3
mFl
vs

mm
E
| -

'§
8
E.2
'iiQ

.\\\\\\\\
8
ort
A

o l.nr- mmm
oan
Ia

o cam1-4

8
3

in
Q1-1

oo
m

oc
m § N

SD1-i
o
ol.n

§ § §, § § § §
.c
E

8 m| -
Q.r t

OF
s o

nm_
1"1 8 I~4m

w m
r t
A

UB
<'
C
<

9
E

I E
I

§'a
c o• u2 .Q
IJ o

ah
'Z
1-1
FlI

§ § §
'T <r v

ah
"2
Fl
'T'

:s"P
o .
N
-is
m
so
- 4

N
N

co
vu
ml
. :u
V)

I

°9cm
=
9
:|:
XIJJ

8
8
EE
Eu
3
'8

83
8
'S
8:.

r

ow_|_|Fl
° .nrx
_mx
4-3cw
E
2
1:eam

8
E
a

<r

23'uu.c
um
o.
LIJ
|-
mH
oN

m
E
vo

E 5g x
2

g,
5

2
Em

8 :f3 x

lllll I



g.cu
an

we
q
r~
N

xh
m' E me

q
Q
4-0

an
~.
N

ah
"3
v-4
14

n•nocLu.cu
m

N
qr-oh

o
Rx
1-1
va-

N
no
NFl
vl

on
"!
-Urrt
vs-

3
a

fn
"Eooh

8
3
E

§..
3 g
3 §
53
z

9
8
4 0

m
q
3us

8
8

NH
4-4
v-IFl
m

3
cm
m
oh

E
m
-H•
z

g
1-1
a n
v s

in
qint-Ur

m
°!

§
10

N
"E
goi i
m

lb
qor-14

1-i
"n_
m
m
m

u
8
B.
n.

§
88

8
dw

8
8

3
8

3
a

3
8

3
a

T:
u .

um
8

|'*mmNm
qDm

o
-q
N
Fl
vn-

in
qasHw

14
"2
as
N
i h

l.n
q
on
m
4.n

N
f~e
mrt
vn-

1a-
"3
In
N
'Lh

E
3

3
8
Q
a

8
8

3
a

3
8

=-2
El
v s

3
51

3
a

3
3
8q
a

3
8

=.
ex

m
~.in
inm

ea
~.
3vs

3
8

r-
qNNm

3
dvs

m
"9¢
N15

8Nmof
3
N
mw

3
N
mvs

3
Nm
v>

3
N
m
VS

g
.2 E
8 0
3

8
mFL
vs

3
m
1-4
41\

3
9
10

3
mn
w

3
m
u-4
V \

8
m
1-4
' A

8
mFl
m

8?
m

E
4 :

5
2
3
8

3.
o o o v~

m
I-l

o o

3
o § mFu

< § s 8

8in

we
m
fn § §. § § §

. :

3

5 § m
vs
m

1~
cm
"L
1-1

omll'l 3

Ia
<'
c<

gr
E
z

lg
E
E8
E
8
8

m

9 u
E 3

§
'ii 3z

F l
"`:
no
N
xn-

in
re
m
Q
m 83

.4

N
ve
mm
oh

3
r~
nm
o h

-I-v
0
z

Fl
Q
1-1
Q
*Ih

|\
q
svs

m
sq
8
vs

m
q
q-0-1Fl
-an

fn
=:
r"-
m
-Ur

h
"'!| \
l"'-m

u
<u.
es.
a.

8
3a

E N
Fl

a

m
~.
mRh

oH

a
=.
5;

nm
"3
m10

as
:s
u.
asIa
l'l
m

82m
:Q
q
o
vs

UP
re
as
'Ul

"E
anFl
us

lbQ
fnNw

we
'Eomvs

as
m_
Q
14
10

r~
"' !
o
N
'ah

8
Shm
Q
8

8
a

8
_8

8
8

fn
~.
¢-I
Fl
vi»

3
8

3
a

8
8

§
ors
q
o
oh

8
a

m
°z
mon

41-
sq
m
N
v s

o
vo
noN
Ih

N
'Q
m
Rh

m
""!
lb
r t
vu-

§ §
3a

Nl~
Fl
Nus

o
-Fe
Q
N
v>

o
m_
9(A

o
Ag
noN
-an

3
=

as
8
40

8
E a$8
_Ge
3

3
8

3
a 8 o

qgom
3
8

o
U!
upm

58
a

:2IH
E.c
E
z

8•
D

8
o o o | \asFl

o o

ca
Q
l"l

o §
mFl11 § s nm

m
N

Q
c
m

FL
ea
fn § § § § §.

. c

5

rt
m
m § mFl

m
5;
'-e. § m

sor~

gr
<

<

8°
E¢

i o

I)

8 'e
c o8 u» in
u Q
n .

ah

3 N Ra LQ| | | a

.,§.§§§*q
m
~.

Eo.
m
-re
mm
A

N

Qof

°?cm

9
XLIJ

E
5
8
E
I:5
Ial
'g
g

3
v-4
o
é
o
pk
x
_Mn
>s4-1
c

E§

u
E
2
33mm
Y

23
'um.c
um
D.
LL1
| -
m
1-1
oN%

Em

g.,
=a

E

2°
3

To
EVI

E
3uU
E

0

up
N

...u

5
><

I

II Illlllll



8
ah

ah
q
'P

9;as E ah
m_
T

g°9 E

5

F l

51'
m
m

in
sqm'IA

3
an
40

fnUr
i ius

'Ar
m_
m
u \

38
5

8
z
E

§
8
: I
a

§ c
- s
E a
'a E
z

om
m'
a t.

m
Ag
N
|\vn-

8
vi
v-4
FT
111

3
mIa
1-4
10
8

y(
'e
3Fl
vs

-
au
Uz

N
Te
Nan
-an

-Ur
n.
n
as
-an

m
m_
beH
v\

3mwFOan

m
vo
3vs

2?
mNFl
V)

u<u.n.B-

E
3a

\D
If
m1h

3
8

in
*.novs

r~
In
oFl
vs

N
qinw E

E
E8

w
mFl
mm
°.
oV/

nm
"2
so
1-1
<n»

3.mNvs
98N
a

so
Q;
rt
an
'UP

Up
"E
mH
m

8
=-4
v >

Z'
8
13
D

3
3
ga

3
a

3
a

1-1
"'!
r--
FL
v l

Fl
et
m
an1.4

3
54

r-
"1G\w

8
oinHm
qoih

ofH
Hii n

PG
<2
$4

Sn
"8
oanm

m
no
3
v>

r-
sq
mU1

I-f\
an_
1:
m
i h

§
o
v-l
1-1
s o
Q
o
a s

m
6
Ra

in
m_
oin1-h

m
vo
omUr.

mnm
d
xx

an
"2omm

m
sq
D
fni n

UUu.m
. :
u

8'E8
3

8 8 as
wm

as
8

o
°z
sovs

o
qIDv1- 8

2
u.l

E

5
z
8'
o

8
o o SN 8 o omI-I

3
Nm § § § s §

o
o
m

§ § § § §. §

. :

E

N
nm
m 5 8

o
m
"1rt

§, o
l.n
- 1
-4

an
2cc
<

ea

8¢

E
B

3
E
g

8
E
3
'az

44

§
.8
D

m
"E
mm
10

w
"2
m
r~~
an

we
'
nrN
H
us

Fl
~.
m
m
1-4
Rh
gm

q
8INw

3
'in'z

m
q
or-m

g o

* .
c a
H
v-4
' Rh

m
"":
m
m
1-1
un

rt
n_
so1-1
us

in
°!I-Ir~m

m
sq
9H
10

u
as
a.
A. 8 3

8
3
a

3
S

o
Qom

s
8

8
a

Ta
LL
l lqtll
m

an
8
m°.o
v s

3
m
pp

10-

m
qN
anm

vs
Qin
a

3
nm
mv»

3o
N
v »

m
~.Fl
a

r
8
o
a

3 88

3
a

3
a

m
we
N
N
-Ur

N
m_
3vs

3
5%

3
NFL
10

3
8
3q
om

9
8

1-1
r~

go
QA

mN
d
a § 3.

a
as
~.
o
a

§ 38
8
Nm
vs

3
Nm
w

3Ninvs
3Nmvs

3Nmvs
3
N
mw

Ur
uIE'ca E"° 28 u

cum

3m14vs

3mI'lvs
3
mI-I
10

8mINvs
8
m-4
m

3
2:
14

8
mFl
fn

4up
E

5
Z'
g
9,Q

3
o o 8 om

m

o oan1-1

3
I~4
m as § § 8 §

§
§ § §. § § §

. :

E

N
mm

8Q 8N
, f

o
in
l.n_Fl

§ 8

nm
<'cc
<

5'
8
¢

I I

v
l d A-v

s Sc ov u
2 2u oa.

§ g 8 8 8 §
3 4 9 o 9 9

Eo.
v
-is
m\D
n

N

Q
so

1

I

I

°s>
U)

1=
9
XLIJ

z
uN
2
u .

3

8
E

§
a
8
=Ia.
=

r

m

Joo
é
9nr
x2
>s4-1cQ)
E
2
9m

E
E
:
m

v
2
3
'cm
.|:
u

m

7.
E
an

3 14 J
8 5 x

ERh

E
2
' cEu
E

8
3

S><

n .
LU
| -
m
1-'I
o
N

I

l l  m l I ' l l  l



8
2u
ah

x
"2Iavi

*
sqoN

§
m Npl

5
so
FL

x
VuNN

•
uc
l l.cu

v »

3
8

r"~
~=:
N
1-1
um

m
4
ea
<4

go
9
10

m
~.
Fl
-In

N
q
1
1-1
v s

E
8
g
8
8
3'

g 'é'

E §
*ii Q
z

EEa
3inl~vs

no
-q
o
Fl
Fl
vs

3oQ14w

m
~.
8
VS

8
'6z

Q
"'!
F l
m
-un

3
3
1 0

8mNvsvs

3.mmI'lm

m
~.
Fu
Ia
an

F l
m_

3
-an

2u.
n.
n. 8 3

a
3
8

o
QoRh

o
qo-an

8
a

3
8

Ty
Ll.

Sc
8

v~
m
m
N
nm
Q
8

N
sq
in
1-1
<n

as
m_
m
Ru
us

:8vs

2n'
a

m
qrtN
i n

8mNvs

E
85D

3
3
8
8

3
8

8
9.

m
q
wr
-us

o
m_
m
N
10

3
$4

S
5%

8
3
a

an
*Q
T*Fl
m §3NrtU)-

IN
q
N
N
Vl

8m 3
dvs

N
"":
o
m
1 0

3
N
m
m

3Nmvs

3
N
m
PA

8
Nmvs

8
N
m
oh

8Ea:
all'
8 5
8

3
m
14
as

3
in
F l
v s

S
m
F l
w

3mH
vs

3
m
1-1
f n

3
m
Fl
vs

8
m
1-1
w

12
E
o-
'E
3
Z'
_g
8

3
o o o

m zm
o o

3
o as

FL
N §. § m

m
Fl

m
so
N

§
§ § § §. 8m §

. :
3as

8 ax
F l
r~ § we

H
m_
F l

m
3 °8

gr
<l:c
<

§
8

8E
3

E
:
E
:
is

Q,
_*S
38
a D

o
q
m
fn
Ul

r ~

\n_

s
w

m
as

8
10

i n

in_
-Ur
N
1-1
m

3 anm
3vs

Ean
4-»v
z

5
3

Ia
N
1-4
r~
us

9
§

fn
"2
qsN1-1
iN

m
vo
8vs

r~
*.
r:an

u
<
u .LB.

3
8

r"~
n .
fn
-vm

58
an

so
"1
|*v l

==.
ah

S
JL

m

m_
i niN

8
88

49mN
qow

4
N
94
v>

9
no
51

Q
ve
so
N
ih-

I;
minv\

98
w
pp
v>

I-~
"EoNm

E
.Z
'a
D

3§
83a

§ 3
_8 3 o

qr-- |m
3
a

8
8

8
8hmQ
ovs

3
a

2NF!as

o
"3
3
v>

o
"'!caNvs

S
31

m
n.
m
Fl
v s

§ §
sa

Ia
org
r-
N
m

o
l.n_
no
ml
10

8
2
v s

3
soN
<0

o
vs_
of
N
'Lh-

o
"1mNm

3
§ an

8 U

8
o
q\Dm

3
8 g 8 o

9?
m
10

o
Agin16

8
L uF
E
E
Z̀u
.2
o

8
o o o

m
~r
14
m

o o

Q
o
ca
1-4

o m
FI
N § s\h

as
ah»-4 3

§
§ § § § § §

. :

3

o
3

m
1-1
l~

8q_
Fl

Q
Fl
" 1
9-1

m
8 8r~

in
<'|:c<

ac>
alv¢

8 4-1
go C
4-1 :
c o
as u
8 .E
ea D
8.

§§§s**Q Q
m m
'T"T'

Eo.
m
vsinm
p I

N

Qco

i

°?cm
| -
m

X
LU

z

8
8

8
H

8
9
'i
g

3Fl
9m
° .ozx
1
>s
cG)
E
2
8m
<r

E

fu-J

E
_:
1:vo u

5x
%
E
in

E
8'uv
E

Q' Jjg x

23uea.c
um
o.
u.l|-
m
F loN

i
i

l  \III mu



vucl l.:u
ah

xm
d

xm
6 3; x

AgSn
*
V?m 8

•8
Ru.cu
as

m
"\|_
m
m 8

m
"1
r~
-an

nm
nr!
N
Fl
vs-

m
"E
m
14

4
84

E
EE
u

18
:
§
z

8
3 3E o
Q .3
'JS o
z

l.n
-Ag
m
so
m

m
-8

8
vo

31
Q
In
Fl
v s

F l
\n_

8
1-4
-ul-

q
sq
N
ovs

m
-s
nm
N
1-1
i n

3
'la'z

m
'Q
Q
r~
'I-fl-

co
-e

8
m

3
<-
m1-4
oh

Fl
vs
sHm

to
"`!
m
r\
us

m
""'.
m
N
e-1
m

u
E
D.
:L

3
641\

Se3
5;

so
°!mvs

m
"`!
N
v-1
m

3
8 5

as

u..
ea
an
ca
an

an
as
F l
m
m
q
a

1
""!
N
N
m

m
"2
i n
m
Sn

l`
q
2V)

N
sq
as
mm

3FlNw

no
1-1
1:6
m
m

E
8.
-5
D

o
8
i i
A

8
5
8

3
54

o
*.
Dum

1-1
"!
noN'Ih

3.
3

3
FA

f-
"2mum

3
8

3$1

m
my
Q
1-1
u s

m
up
o
m
an

m
¢.n_
o
m
-an

l.n
vs
o
fn
um

4

p:
m
UW

m
a.n_
o
m
18

§
o
v-I
1-4

3
e
v>

m
"I
8vs

nm
"flomm

in
m_omin»

m

8
m
1 0

m
Vt
o
m
v >

UP
\n_
om
m

8 6
8

a
i i
m

3
8

a
33 8 3

a
53
go 8

8
up_|-
2
E
z
8
'aQ

3
o N

FT 8Q 8v~
o

8

Qoo1-1

o
f~
u-1 § § § as

m
Ru §

oo
m

§ § § § § §

. c

3

oNw
Npla
v'l

8
:~

so
9

m
m
\D

o
so

u
><cc<

9
8
¢

E
§
8
8

. c
8 4-1
z 3= o
3 oz
8 3
z

fn
"`:
as
so
V b

3
81-1
vs

l'*'I
Ru
F l
so
H
m

\D
"9
8Nvs

m
q
S
16

m

4
m
N
s-1

3
'ES
z

o
"1
w e
N
F l
-an

cm
Ia
so
r -
FT
-un-

m
°=!
m
F l
N
<.n

m
1
m
so

m
*Q
3Hvs

u
Ea.A. 3 3

8
3
8

3
a

8
dvs

3
a

3
a

'a:IL•
8

m
\D
an
nm
m
Q
8

m
qQNv>

on
~.m
fn
1n

r-
m_N
min

==.
S
v »

l.n
sq
m
N
vb

R h

~.
1-1

a

z-
U
.2
Ta
o

3
mnm
8o
dvs

3
$4

m
q
oiv

r-
Q|--
mva

m
14

8vs
3
8

3N14vs

8
9 §

8

o
'E
m
1-4
'Ih

a
~.
c
an

g\
n.o
a

3.
N
I-l
m

§ 8q
8

S
r~4
fn
v s

3
Nm
w

3
N
fn
as

3N
m
v i

8Ninvs
3
N
m
v »

8

85
8

3
nm
Ra
v>

3nmFl10

8
m
e-i
v»

8
a n
1-0
I A

3anplIA

8
I D
1-e
v s

3
m
1-1
\ h

w

8|-
E
E
Z'
3
vD

o
8
FL
A

o NFl 81 3
Q 8

3
r ~
1-1 § § § cm

2: §

§
§ § § § § §

.c
3

a
h
w

NH
q.H

8
:-

o
2 8

so
Qm
"LI-I

an>
<cc
<

an
>

<

3
Hz

uu u
8 3c oas u
L' .2• oB.

E588 58

°?cm
=
Q
:|:
Xu.l

E

g
IL's
g
E

435

8
E
in

EVI
8
3

T,
E
m

E
2'u•
E

:»3 Jx

I I  I I l1l_II lllll ill



a
8
x

x
fn.
fn1'l

an
q
r~
1-1

ah
qoN

§
H
N

an
q
r\
Fl

as-4
d

a
s
5

5
r~
"E1-1
-I
-no

3
2*Vi

m
et
m
Nv l

fn
o
H
14
IA

3
N-4
vs

E
a
2
2L
E
:
E
:.'
a

u8
15
33*in
z

cm
v<
a

g
.°2
v s

om
-sasFl¢-¢
va-

3
o
m1-1
v s

4
~.
4r~
vs

Fl
no
3
vs

an
-H
ea
z

o
m_
N
mm

cy
to
in
asm

m
' 1

8
3
Se

F l
l.q
m
m
m

u
<upQ.
:L

3
dvs

S
8

3
8

o
Qoqt.

3
a

s
a

8
8

'a
u.
llinmm

r-enmNin
qoby

3.
m
1-4
vs

N
q
m
r~am

I*
sqmmm

m
V?
nm
a

-Ur
fu
m
N
a n

11-
sq
UP
N
'ah

r
g
-:D

3
om

8
d(A

3
8

3
8

m
"`!
owe
~1.n

Q
~.
N
fn
m

8
a

3
8

3
m

8
6vs

8
a

3FLNvs E8 l.n_
no14
ih

l~
qNNvl

§ §
°.ovs

~om
l'l
m
vs

3
N
invs

3
N
invs

3Nmvs

3
Nin
Ur

3Nmvs

3

L35
8

3
m
f-c
v s

8nmFlvs

3nmH\h
8
m
Fl
1/8

3
m
r tvs

S
mpi
as

3
mFL
m

mzw
»=
E
5
Z'
8
D

3
o o r~NI-I 8

we
o o

3
a msoN § § 8 mQN

§
3. § § § § §

. :

.E

oas
<l

m
so
r~

r-
N
"!.
1-4 8 o

m
r\

8r~

on
3
c
c

<

g
8
¢

E
EE
a
E:§
:I
3

4-»

8
.2
D

8
E
3
9z

g
-4

a

in
'E
i svs

as
'r
.=:

m
~.
in
N1'l
Ur

H
r-l_
inmu\»

v~
1-4

8oh

*a
z

Ia
If
3<n

nm
h_

2
q).

Q
v~
o
1-0
QA

m
~.
N
mFl
'ah

Fl
~.Nr\m

r~
"1
1'*\
I *10

u
za.4

3
54

3
5;

"*!
m
'I-h

C\
sqhm

nm
""!
0 1
vu -

3
:x

m
et
inUi

m

u.
l l
in
m
an

8mN
Q
a

m
"E
NFl
oh

m
re
cmFl
40

m
q
anN
ura

no
'UE
inm
w

UP
4
m
1-4
sn-

r-
"1
o
Nm

E
__>
Tn
D

8 §
Sa

3
8

3
8

-Er
~.
r'~
10

3
N
N
<n

3
8

3
8

3
8r~m
qovs

3
8

3
mFl
vs

o
\n_
mN
vs

3
;=.

3
mrtv»

4IaH
10

8m
8
G
qoIA

m
qr-Nm

o
=fz
m
Nus

3coNm

3
8

o
vs
mN
w

3mN
w

u

g u
m a
g u

8
o
°'!
now

o
"E
so
w

ca
qmvb

Q
fn
m
10

§ 8

'Q
E|-
E
.E
E
8
8

3
o o NNFl § o o

§
o assoN § § SN

m
wN

o
o
m

8 § 8m § § §

g
8<1

GlbB
|-N
"'..Fl § 8

Y` 8l~

u>
8c<

g
oz

1 1

4 'e5 :
: ou us .'2u o

PS § 2: § es §
B I-I an':' 1-1 ' i i Ni

'T'
..i
'T'

o.
m
"9
m
ID
1-1
N
N
m

°s>CD

I ;
9
XLU

s
5

Ea
3
E
s5

3
Fl
oI

3
m
Ill

3;
cv
E
2
swUP

E
g

'F
::
1:
'Dw
. c
u
m
:Lu.l
t-
LD
u-4
o
N

i .
E
m

S J8 x
E

:=»3
Ts
Evi

§ 5
8 x
s

8
5



a
1:

2
u

ah

*
m_l~

x
in.
o
Fl

g
F l
v-4

an
qNFl 8 8

•lmcll.cu
V)

3.
N
l.n
N
Fl
'Rh

4oN10

m
et
m
r~4
4.4

3
:2

8.FlFlvs

EzIi
Ea
g
8
8

.c
r d H

a 5E o
m 8
'ii Q
z

Q
-4Qr~vs

so
"Ert
NFl
an

38
m
l~
v-1
v s

4
m
8
us

r~»
sq
l-I
r~
m

m
- !
18
Fl
Fl
1n

8
'6z

Iq
nq
m
of
'Ul

so
~.
SFl
10

3
NQ
n
w

=.asFlNvs

h
'9
8vs

U!H
mNl-¢
-an

u
<u.
a.
Q.

8
S
8

r~
"E
m
4.4

34.
a

m
a s
F l
1-1
0 4

r-
~.
QYI
Ui

8
at

8
5,

9
E8

m
csRu
m
fn
° .
o
v s

ND
"'!
m
Nin» 8

m
'Q
|'*
m
12

=1
m
c
v»

N
~.
Nm

t o
"E
so
m
-an

Z'

4o

3
814
3ovs

3
8

4
anFl
w

ms
qm
a

N
'T
8w

s
8

r-
"E
m
-in

8
o
F!
1-1
m
q
o
i n

m
'*:
m
1-1
i n

in
up
om4.n

m
"!
Soh

m
sq
o
on
<4

N
q
8m

m
l.n
o
m
m

§
o
vs
4-1
m
q
o
10

m
-4
Q
m
ur-

9omVu

3
3
4 0

m
vo
o
m
'UL

in
sqomum

m
m_
o
m
'Ih

-5

8'Eu
$ 9
8
8

8 3
8

8
:x

58
a 8 8

a
3
#R

8
*L*
| -

E
E
z
g
-:
o

8
o oN

N
v~in
l~ 8

C 3

3
no
nm
ml § § § 8 §

oo
m

8m § § § § §

.c
E

m
in
N

o
N
~.
14

|-fn
"1Fl 8

N

oinr~ m
I ' l

v-0

m><
cc< 8a:

E
58
§
g
E
8
3

. c
8..'L' H

3 8
as bi
m Q
z

no
vo
m|-
1n-

o f
"`:
fn
i n
F l
'Ch

coas
fnmi im

m
"E
m
m
N
Ul

v~
q
Iav~
vs

m
sq
m
N
v"l
oh

3
'ifz

as
q
Qm16

no
'w
3»-4
vs

m
q
3
Nvs

in
fn
o
l.n
N
-an

r-
u:_
1-1
m
'Ul-

m
' q

8
oh

u
<u.B.a.

§
3s

3
8

o
Qo10

3
a

3
S § o

qoU1

•
U-
nonm
m
m

s
anmin
q
8

m
" !
l"~
N
-Sn

be
m'
a

o
etNsom

3
Rh
N
10

r-
"!noNm

Rh
N
¢-I

2

z~
as
.Z
18
a

3
m

8
dus

3
8

m
"8
I'*»
va-

m
nr;
as
m
Vu.

3
3
v s

3
8

3
N-|
oh

3
eh

8
6m

go
NVi

9
o
a §9

8
o
ve
3i n

§ g
qo4h

3Nfnv»
3
N
m
1 0

3
N
m
V )

8Ninvs

3Ninvs

3Nmvs

.8

a s
as

3
Ill
1-1
v s

3
m
H
m

3
m
Fl
v>

8nmFlvs

3mrtm
3
m
v-1
w

3
m
1-1
v s

8Lu
=
2

E
Z'ea
Eea
D

3
o oNN

hm
|\ 8

o o\hrt

3
walN § § § omN §

§
§ § § § § §

. :

E

no
m
r~

o
N

" 1
1-1

I*-
m
t o
1-1

.8 8

an
<cc
<

8°
5.ll
Hz

8 E8 5c o
l l U

E ..*
u Da.

>.;§e,=
9

B!
• Fl

Ag: Y 'T

an
N.
v-I
'T'

ah
m_
' T

i

E

ofI
CD

l=
9
XLLI

s
8
E

3
e

E
8

8
8.
3
4

4

=
E
E
vo

1=.
E
UP 2

2

E
:s 8 52 x

_ EF 2
Ew 8

ll)
no\-.
m. J

3
x

I l a l l l l



0ancrt. :u
ah

§ x
~.mFl

5
i i
m

x
~.mQ § E

u
a lc
m.:u

v s

3
o
4.n»

we
"E
inFl
us

3
m
m
40

8
3.

=.
so
v s

l . n

m_
l . n
' Rh

1?
z
8§8
§

§..
23
go'63
z

Er
"1

s
w

3
Fa

8
v~
N
14
v s

| \N
I-I
soFlw

N
Ag
\-D
r~
us

F l
l.q
m
m
-un-

3
'6z

Q
"T

8
10

3FlNroRh

8.
N
Sn
pp
an

r -
f~e

8
N
ua

N

q
w
1-1
Q-l
a l .

we
m_

3
10

u
<
'i
4 8 3

8
3
8

3
8

3
8

3
a

3
8

an
5

LL
ancm
fn
m

|\mmNfn
q
8

cm
""!
N
N
i h

8
m
Eva
w

8
46
a;

m
dz
m
an
10

o
*:94fnm

Q
"2
m
N
m

z
.g
8

3
8

§
5%

3
a

as
~.
Fl
um

3
r.
oh

3
8
v s

3
8

3
8

3
m

8
d
(D

m
-smFlm

cmN
d
.v.

m
~.
o
a

N
ng
no
m
m.

l '*~

q
N
N
m

§ 3
dv»

8Nmvs

3
r~4
m
w e

3
N
cm
Rh

3Ninw
3
N
m
Mn

3
Nm
w

.Ea

8 6
8

3
m
64
10

8
i n
v-4
v s

3mFlw

3inFToh

3
m
v-4
v s

3mHvs

3mA
Sn

2E|-
E
3
E
8
8

8
o Ia

n
m
N
<7

o
Nh

o o

3
sFT § § § Q

4
m
cu
N

§
sm § § § § §

. :

3

§
soFl
Q.Fl

enNv
Fl

o
N

":.
1 - 1

1 'hea 3

me
<c
<

§<m
8

Es
a
6zE
d

5 H§ c_ 3= o
m 8
3 Q
z

8
o
sq
8V)

8
.4

i i
'QNrtFl'Ul

no
"!rt
ID
10

m
"!
oanm

3
*az

as
q
8vs

m
q
1-
m
'Rh

3.
83

5
§
40

N
*S

8
14

r~
"8
1*
I"-
m

u
E
:L
n.

8
6vs

3
a

m
qmSn

ca
":
m
us

m
f~:
rt
Fl
1.5

s.
8

m
et
ID
-Mn

E
u.

8

to
$
so
q
a

8.v~11
v>

1 ' l

-2oNw

r--
l.n_
w
m
'Rh

3nmNw

r -
"1
o
ml
va

g
__>

7 ,
D

3 §
38

s
8

1-1

° ' !

- v i

Fl
"!q-Nua

§
8

3
a

3
a

8
8

§nmo
dPA

N
"2oHvs

o
m_
of
N
-an

a
V!anNv>

o
m
:xi
N
10

3l~Nvs

m
ng
m
1-1
'Ih

s
UP

8lm̀
q
o10

3mNV\

o
l.n_
no
N
m

o
noQNm

o
\n_
an
N
v »

.u
om
N<n

o
sq
m
ml
i h

•Eso!
" 2.89
11
m

3
go

o
qsoif#

o
qov>

3
a

8
a

3
8

o
<4
ID
'Ih

8
5.c
3
Z'
3
8

8
o oVS mN o

=
o o

o
Q
ca1-1

3F( § § § Q
r~
<-

in
an
r~4

Q
o
Lm

§ § §. § § gm

. :

3

a ID
Fl
q_
14

m
N
~q
w(

N
r~
QS

QBas
m
an
l~

g
E<

u
8
3ac

u

2Q.8 OF
sc o• 0

E .2• o
a .

as

8 8 8 g 3 8
8. 3 3 8i i

up
i i
"P o

<:4mu>
H

N

Qof

°?
m
:|:
L:
9

X
L\J

z

8
u
a

8
'i

3H
°.
w
9
nox2x4-5

_

_

¢
l'J
E
3

cGJ
E
2
svm
<t

23
' oU.c
um
B.HJ
| -
mFloN

_ E
'E .3E 'u
"' 2

'l= 5
v 3 x

71
E
m

E

-'8
U
E

:=-3
Sx

1 I



eaU|:n.cu
ah

ah
~.
3 8 FT

v~

an
q
o1-0

Se
Q
r~
4-1

a n

1 5
s o
1-1

0
u

2
u
4 0

LD
Lo.
4-1
Fl
'lb

so
\n_
m
m
'Ih

vs

m
1-1
m

ow
"-
4N
4.4

m
*Q
Fl
Fl
v>

3
Q
1-4
V i

3E
88g

'é'

8
8
Q

s
3
dl
z

on
dz
Fl
W
va

8
etFl
r-4
vs

o
"2
in
o
Nm

m
fs
:I
N10

N
"1
3v»

m
~.
vo
Rx

3
'6z

N
"1r-
FlFl
4.4

l-I
"!
Ql\1-'I
va

mm
m
NN
10

n
q
8Nvs

N
'q
8Fl
-vs

O\
"E
m
N
Fl
-an

u
54
n .

8'
3
a

i n
'9
Y*
-Sn

1-1

q
1-1
H
S n

3
QFL
m

m
"!
r-1-1
vt

3
a

8
a

8u.
RueaQ

so
as
F l
m
m

Q
o
v s

m
"`!
wmVI»

m
vo
en
m
arr

3N
r~w

ac
"2
in
of
w

an
""!N
mV)

noI-I
an
m10

Z'
8
8

3
o
u-4
i n

3o
v s

o
" I
m
v n

N
"'!r-
an
in

as
1tit
|--
vm

N
orgN
m
10

3
a

r-
"Easm

3
81-1
3
ovs

m
'-"2
o
m4.0

m
nm_
o
m
4/1

m
"E
3us

m
-fr
sogr

m
°e
mNum

m
V?
8m

§
o,4
FL

3
o
10

m
vo
3
oh

a n

" 2
o
m
1/'l»

m
vo
8
vs

m
an_

8
w

nm
"3
om
vl-

m
sq
Q
m
V l

8
'E a:

'Q u
an

o
q
vovs

o°!miv

o

° '2
w

1 0

8
8

o
qmm

o
91
som

o
°!
LE
-an

w
z
l . u

» =

8
Ez
'Go

3
8 Q

F l
ID

ohFl
.4

III
1-1
nm
FL

o mFl

8
9

§ § § § wel~
Q §

o
c
m

§ § § § § §

. c

3
8 QFl

m
Fl

o|-
"1N

FlFT
4.N

QN
m

omF(
Fa

ac
z:c<

in><
go¢

g
3
g
E
3

's
§
8

.=:=
E
El
'6
z

3
m
ehm

8.
Q
m
v-4
QA

1-1
'*1
omFl
Nm

N
"!
Up
mN
-Sn

r~
"9
S
vs

in
*Qoonm

3
'6z

3
mmvs
vs

3
8

F l

qmmN
-Mn

N
-1
aN
<0

r-
-soN- i
VI

m
sq
o
Qwe
m

u
<u.
B.
a. 8 8

9,
3
8

3
a

3
a

3
8

o
Q
om

'u
l.l..
asmIII
m

8in
q
8

ca
"!
oxm
vs

9.
r~
5;

m
et
F*-
h
16

3
8

3
asw

mN
wt
a

g
8
'6
D

3
m

8
dus

m
"`!
|'\us

'.
8vs

as
n!
Q
m-Ur

I*-| -
¢-l
N
1-1m

3
8

s
N
v-4
v s

8
3

m

8
dvo

g
o

an

N
~.mm14

3
o

a

§ g
q
o

1 / 5

3
N
m
41\

8
Nm
Vh

3
Nm
Ur

8
NmV)

3
Nin
oh

8
Nmvs

as
E'll.cu

§
z
8

3

3
mFl
us

3
m
v-c
u s

3
mRu
w

3
mFl
vs

§
1-1
v s

3
8
o h

a
2
m

8
w

»=
E
E
E
_>
'a
Q

o
8FL
A

S so
o
r ~

"1
1-1

-4Flm
rt

o o\n1-1

3
8m § § 8m

wev~
Q §

§
§ §. § § §. §

. :

E
§

we
QS
sq
1-4

oh
"!.N

FlFl
"-.N

Qr~
m

o
m

" 1
1 - 1

9'<
c

<

gt
8
z

a.-
5 5
§§
a s

g o 8 8 § §
3 3 8 3 8 8

cpCD

I ;
Q
Xu.l

8

EE
g54
8
g

B

EE
3

N
Evs

8 5'8 ><
2

14°5
T,
Ew 'E 3§ 8g 3



vMciv.cu
ah

ah
<4
QN

x
Ag
l~
N

ah
' !om

an
"Q
rt
m

x
'Z
BN

ah
~.
QN

5

vancI I

us

9
3

no
"-
om
Ul

LD
q
nmm
-an

Fl
-snoNvs

r-
-e
ofFl
<n

Ez
8
§2
1;§
8

-
Uz

m
"E
-Crm
'ih

1-1
<£
ofmFl
Ui

mwe
re
mvs
oh

NFl
r~4
inN
-uu

o
sq
omn
Rh

nm
-!mmm

u
<u.
a.
a.

o

8
d40

3
£8

o
Q
o
vs

o
qova-

3
a

o

c g
o
-un

o
qQth

W
u.
Ia
3
ea

mUP
nom
m
Q
om

NmoofN
Qom

-|
'-"ImN'Ih

N
"q
min
-sn

m
'- 'I
m
we
4.n

9
S
10

in
~.
inm
cm

2-1
mN
vs

a-
0
.z
m
D

8 3
8

9
§
a

3
8

3
mFl
us

55
98

4
§.

3
oFl
(A

3
8

3
m
8qovs

m

3
dw

m
et
$345

m
q
8IA

m
q
o
an

|'*-
°11
NN
45

oom 33
8q
8

3
Nm
an

3
N
in
m

3
N
mvs

3
N
m
m

3
N
m
vs

3
N
invs

.2
aeam

0

a
Eu

m
m

3
mFl
Rh

3
m,.4
Sn

3
m1-1
w

3
ml'l
w

3
m
1-1
R h

3
m
1-1
m

3
mr-4
w

8
E|-
IE
3
a
aGt>
'uca

8
ov
A

o w
mFl

Iahw 3
m
NFl

o

8
8N § § oom

oom g

§
§ § § § § 8m

. c

3
m
"*!
o

m
'E
Q

go| \ 8
"Lrt

coNw
H 3 mnoIll

1-1

m
tor~

.1msG)4

o g
5
x

GJ
no&
m

%
Em

E3
'oIJ
E

m
<>c:
<

Ia

3
w
ea
Hz

E
z

E
8
E
8
8

m
4-»
u

3
m
IR

in
~.

§
QA

l'l
ml_
r-
Q
Fl
-Sn

'LD
Q
I-r~ill
<4

m
q
N
o14
um

no

4
m

r-
m

u
<
u .
a.
D.

N
8oqow

m
W
m
VI

m
"I
no-an

4FlI'lm

ID
q
inFl
m

r-
up
I*
-in

m
"2
m
Sn

E
u.
eaVufl
m

an
m
ofN
m
q
DLe

3
8g
8

Fl
If
NN
m

m
-s
3
v>

as
a

III
-11
of
m
U'|

Q
"'!
N
mvs

o
* I
NN
vn

z~
m
.Z
Fa
o

3
o
i n

3
Qo
w

3
3a

3
8

N
°?
of4.4

r--
et
om
<.n»

v\
sqr~
3

o
*.m
m

3
54

3
o
es
3
8

omFO
3om

2
mFT
vs

w
l `
N
N
w

w
N
l'\I
'Rh

Ia
If
N
N
'Lh

m
4
Nr*lm

I*
q
Snv»

o
o
m

8
3a

8
3
a

m
:

N
r~4Rh

m
If
a*<.n»

m
' 1
NN
01

\-D
'E
NN
oh

m
re
N
N
m

m
'W
NN
Ur;

.- in

u .c71 L)
ivm

l.n_Fl
H
Ul

3
A
1-1
I A

31-1
l'q
vs

o
l.n_
Fl
Fl
*Ul

o
m
H
1-1
10

o

'-"2
u p
\"l
-mn

ca
"I
Fl1"l
m

m
Cr
E
|-
E
3
8_¢_

g
8

8
3
A

o 8 onh
w

r~

8
m
NFT

o

3
w
m
N § oom

c
onm § 8N

§
8m 8ah § § § 8m

3
m
"".
o

l.n
fu
D

8|\
'D
m
"L
1-1

tor~Ia
1-1

mNFl
.J

3v~

an
nuuo.
c
o 8

8
Em

8 8 3
8 3 x <

9
s
é'

2
Q.
m
'N
m
\D
r t

N

Qto

°?cm
l=
Q
XUJ

3
u

E38
u
E

8
E
E
§
8

\ 3
o
op
xx
_cm><
43c
I)
E
2
1:
ea
ID

=r

2
5

um
. c
u
m
o.
u.lI'-
m
F l
o
N

i

=
LE
;

Lu lull



U
l l
q. :
u
ah

ah
'Q
gtwe

ah
~.
so
1-1

ah
~.
r~
1-4

ah
'Q
r~
e-1

x
qQH

an
"2
z

ea
Ia
N.c
u
10

N
"~
to
4-1
us

N
sq
o
in
m

Q
Q
in
Q'I-h

m

A g
1-1
m

m

an
m_
LDI-I
oh

r~
no
i iFl
m

F!5
E
8
3
8

3
'ES
z

3
UPN1-1
v>

8.
8

m
'Q
o
nmNm

no
q
m
mN-an

m
~=r
|-
1-1
F l
4.4

o
et
mFl
1-1
m

u
<u.
n.
a.

§
8
8

8
m
etN
1-1
ur-

N
m_l~.
rt
ih-

q
"2
oN
am

r--
'-Q
hm

3
53

Ta
5u.
x
8

as
8
8
Q
ov>

2
\D
Kb
N
q
o
1/'D

m
-s
9m

w
Q.
s
w

F l
mo
1-1
m
-an

no
ts
m
m
m

LD
"E
LD
m
sn

so
q
i-D
inan

E
.Z
3
D

o
8vs
A

Sw\D°.
8

8
358

N
":
m1-1
'l-5 § 3

a
3
Flvi94
w

4-1
°?
m
'Rh

9
ex

3 8
8

s
v-1
m
q
o
w

1-1
mo| --
NiN

1-1
4?r-
N
m

Fl
'Q
r~
N
<4

Fl
*Q
r~N
'tN-

Fl
u:\
r~
N-us

1-1
*Q
r~
N
1.r>

§
o
8
3
8

oQre
in
q
51

Fl
sq
r-
N
We

H
~=er-
Nu>

I-I
sqr"-
Nm

1-1
*Qr -
Nm

rt
up
r~.
N
Sn

FL
~=?lx
N
vs

§
2 asan
8 3
u .c
Euan

'.q1-1
Fl
14

o
nm.1"l
rt
Ur

cnm
Fl
Fl
w

o
l.n1-1
v-l
Sn

m_rt
Fl
iN

m_I-I
H
vs

o
vo
HI-I
by

8
I'-

E
5
r
2
8

3
m<-N

1-9

8
U P
i n

1-n_
H

pp
FL
q_N

mNFl
omFl

3
oom

o
oUP

co
\n § § §

8m § § § 8m § §
. :

3
m
~.
O

I-
'E
o

9N
Fl

Fl
3
n

mm
mInN

Fl
v-1
o
Fri"

Mn
N

1-1

cmvs
Fl

as
g4.
é
o §

3
x

= as
N
E
w

.E no

3 3
In><cc<

Ia

8ll
Hz

8
g
2
2

§
§

3
4-»u
z

3
h
QFl
oh

no
""!
UPH
Nvo

m
'Q
m
mN
in

r~
qw
8vs

m
of
m
mFl
um

hw
i i
$3VL

u<u.
n .
B

8
dvs

8
8

S
8

3
8

3
8

3
a

c

q
c a
1.n»

to
:
u.
m
8
no

so-|in
qovs

cal.n
r~
noN
q
om

=1
3

88
8

N
et
N
ofU1

N
sq
r-
mm

22
lb
rn
v>

ax
~.
r~
en
m

9
. z
Tn
Q

3 38°
8
g
8

in
Q
o
Nm

o
°.H
r-
Rh

N
q
<r
N
n
Ul

3Nm1410

3
ovs
vs

3
N
- I
o h

3
m

8
c lvs

o

8
3
o
v >

en
~.
8oh

m
~.
9(A

m
N
d
3.

mN
d
an

m
~.
c
an

§
rt

8
d10

FL

3
dvs

3
N
mvs

3
Nm
oh

3
Nfn
vs

o
Q
Ni n
10

3
N
m
w

3
N
m
w

v
2
.cu

0
.E
z
mm
u
'\Eufl
m

3
IllFl
vs

8
m
v-o
v s

3
m
1-i
V \

3
m
1-4
v s

o
q
m
1-4
'Ui

8
m
v-4
v s

3
m
1-1
i h

9l'
r -

E
3
z
3
8

3
m
QN

pi
w
m

min
"11-1

1-1Fl
Q
N

:3 o\nFl

o

§ § § § 8m § §

§ o
o
m

oo
m

oo
m

3
m § §

.c

E
cy:
""!
o

r-
":
Q

m
q-
"1
1I

Fl
88
Fl

m
in
m_N

1-1rt
qm

m
NFl
(ll

D
m
"L4

.\¢lluA.
c
o

.zRu
U

g
3xE 8

S

E
.3
uU
E

u
<>cc
<

Ia

8
Hz

°?CD
I ;
E
xUJ

8
E

E
3
8
IH
E=
4
=
=
E':

E
3g



u
in
c
so
. c
u
:Q

x
Qco

ah
'T-1N

as
etQN

24:
I fnoN

ah
"9mFL

ah
q
soi i

uucm.cu
m

r~
"2
f n
am

l-D
q
m
'Fl
U\»

m
"'!intn14

ID
~.
m
4m

r~.
q
fn
1-4
Ul

r ~

" !
N
1-1
-u'\»

an
5
8Vu22a.
E:E
3
m

4-»:E ca :
3 8
u Iaas D
z

m
:vsSnErw

1-1
"`!
8Vi

8.
v~
m
4-4
vs

3
Nc
N
v s

m

v s
1-1

8

l.n
"!
m
Sn

' a
4-1
GJ

z

in
"2Fl
\D<n

r"l
~.Fl
Flv-l
m

mo

~=a
N
l '*~
1-1
i N

o
ett-FlNiN

i n

Ur\_

8
- an

m
'-2mmIh

3u.
:L
a,

8
g
9.

3
8

3
a

3
a

3
8

3
a

3
a

u.
minm
m

mcmofinm
qo1.4

Nm

g
qov>

m
*Q
we
F l
1n

m
Q
of
N
ql.

v'4
"n_

3
am

F l
*Q
\-D
m
m

m
Q
QNum

no
1-1
m
N
4

E
8
9D

3
3
Sc
dv>

S
8Q
dus

3
8

3
a

3
8
1 0

3mr~vs

3
a

o
Qogo

3
38o
3
8

8
c

3
8

3
a

no
-:
mm
'cm

8.
8
v s

:ay
3
( h

4
a

r-
°'2
NN
m

§
Fl
o
3
Q
cSn

FI
o

8
q
ov»

N
Fe
¢-l
m
m

3Nmam
3Nmvs

3Nmvs

sNmvs
3Nmvs

Ml-ru
.c
u

mu
8 m

UP

. 2
UI
Ru

m

3mFLV)

3
mr-\
v>

3
m1'l
V i

o
Qnm
H14

o
qmFTm

o
qmwem

oo
m
v-110

m
z
EI-
'E
3

z-
.a

as

U
ea
D

o
gFlA

o o Nom
l~
Fl
m

o o

8
o § § § \Dpp

m 8

8
nm

8Er § § 8m § §

.c
3as

m
~.o 9D

so
Up
we

mQm
r~
o
m
1-1

h
1-1

° '! .
9-1

\Du-l
so

mnol`

xNUn.
c
o g

9,
eUP

g.
3

E 39 x
E

8°
<
c
<

a n

<
m
l l

z

'8

3
8

. c
*"' 4-1
; 3

E o
m 3
'6 cm
z

8
3'

m
~.m
P*-m

RaQN94oh

n r

nm.
r ~
m
F l
'U'\»

so
Q.
8
10

no
q
l.n
m
va-

-9,
4 »
E u

z

no
'-fl
Fl
in
m

of
" I
m
m
1-1
m

<1'
"1
m
'D
14
m

an
'=r
h
r-Ui

no
Qq»I*Ul

u
<u.o.n.

Nofwo
Qo10

of
m!
m
v i

r-
qmRh

no
n.
o1-1
m

r-
Qml-l
m

m
"Eanm

IDm
an
am

Ty
:su.
vm
Ru
an

mmas
m
°.ovs

N
8|\
N
q
a

-Er

" E
-we
1 -4
gr .

3
l`N
w

o
qin
an

o
vsvmSn

r-
~.
nm
N
-Sn

o
wtNNm

E'Eu
.z
3
D

8
o
v-1
A

8
3owe

8
3.a

3
8

3
53

3inNw

i n
|\

3
3
a

Q
QQan

8
3

oea
8
Q
oV)

oso-I
3.
ovs

3
8

3oNnm

so
"z
N
N
-in

ID
'E
NN
Ul

r -

m _
-nr
u-4
'Lh

N
°'!
N
1-1
41?

oQm

o

§o
6
v s

aan
v-4

3oan

'D
V!
NN
-ln-

m
reNN-Sn

ID
"2
N
N
10

so
Te
N
Nva-

m
frNNm

m
l`:NNV)

g
See
"Ea u
no

o
voFlr'l
01-

Q

Lm
1l'l
1-'I
1 n

o
"1
v-I
1-1
am

s q
1-1
1-1
'a h

"QFl
1-1
m

ca
"2
1-1
Fl
Ur;

o

l.q
1-4
1-4
411

m
no
E
| -
alia

8
__-15

g
3
TaQ

o
8FLA

Q o v~
om

r~Fl
m

o Q

3
o m

3 § § so1-1
m

manN

8m

8
<9 § § § § §

. :

3
m
no

m
too

wmQ
mQm

|\om
u-4

1-1

°1
a 4

o
4-4
Q an

r~

.x10
ano.
::
o

xRu0

8
E
vs

E
3

E u Ia

8 Q
E

8°<cc
<

8°
8

a

q_lgo u
m ¢
'E 8
8 3
a E

ah
1I-
'I'

ah
~.
ca
'T'

x x"`:*'Z99'
x
mo
1-1
'T'

ah
Q
N
'T'

°?
U)
:|:
=
9

X
LU

5
be
E

8
uE
4
=E
Ez
3
8
8
'~E

8'i

I I -111 l l



u
ucHz
.c
u
an

5
Q

ah
<4
o
F l

ah
"8
-Ia'
H

an
Q
m
H

Se
sq
m

ah
sq
m

vm
l l.cu

<0

l-I
-4-
N i
<.n»

we
vo
in
Fl
-um

m
~.hNus

1-4
Lm
nm
in
4-h

r~
U?
9 'm

r~
etoFlm

E'z
E

z
E
. |
=.~n

3
o

8 4-vg c

3 4
q; D
z

14
m_
in
hih

no
~.
4
N
-4
-Ln-

m
*t
N
m
1-1
m

Fl
"IQNNRh

N
nm.
01
r~
va

D

o f
o
1-1
F l
um

3
*a
z

v-I
V?
N

ex

on
~.
i n
m
»-|
4/>

nm
":!"l
N-an

1-1
"9mmN-in

3
m1-4Fl10

3U-n.
:L

8
dw

Q
-e
m
m

N
et
no
va

of
fu
ml"l
m

m
Q
l-DIN
u>

lo
"T
m
'Vl

g.£3

T o
: 1
HL

E u
an
Eu

m

S
8
3
8

8
4
Q51

~¢
~.

N
U'l~

o
sq
1-1
q-m

m
°!
8vs

fn
*Q
mr-
'Le

N
~.
so
N
'Vt

m
9?wmm

989Q

8
o
- I
A

8so°.oi l l
SH
m
qQ
u s

3
a

of
"I
m1-1
an

N
m_

8
us

QS
1
~=r
| -
m

3
8

2
3

8 8
3a

oeaFlUP
q
oIA

N
q
-u
1-1
'Ul

Fl
u:>_
r-
N
th

1"l
*Q
l'*~
N
Mn

1-1
*QI-NIa.

in
q
1*rt
in.

Fl
sqr-N1n

§ 8
d1/5

s
re

3
o
v s

\°"l
up
r-~
N
m

1-1
Ag
r~
N
v >

1-1
'Q
r~
N
um

Fl
*Q
|-
N1.r>

FT
*Q
1-Nm

H
*Q
h-
N
m

.8 ws m
cm 3
Q Z3 uGm

m_Fl4Rh

c :
l.n
1-1
F l
1 n

m
HFLm

o
m
e-4
I'l
U'l

o
4FlFlVI'

Q
sq
Fl
F l
vm-

l.n
F l
1-4
-nn

vi
8
r=
E '

§
E'as
8
8

3
o fn

mN
oN
qFl

mvom
Fl

c cnmFl

3
QmN § § § so

Fl
fn §

oo
m § o

8
ocnm §, § §

. :

3
in
~.
Q

r~
re
o

Qmr~
m
as
N
1-0

o
('*|
9 .
N

in
m
"1N

sonm
Q
m
-!.
F l

gI)B.
:o

.\¢
to
w

8
:Ru
E
v s

8 :r2 x
E
3'ov
E

as

3
82
A.

Ez§
3
¢

.c
u 4-»
3 3
E sM in
u D
z

N
qsor~m

N
far
l~.
m
14
41)

of
°'!
mH
N
ih

N
*QI-mNm

8
3.

h

s q
1-1
N
H
' U l

3
16
z

N
°!Flmm

N
et
N
l.n
1-1
-u\»

m
q
-Er
m
N
va-

Nw
Nl~Nvs

m
sq
to
m
U1

sq
m
i nHiN

u
<u.n.B.

Qo<0

§ 3
8

3
8

3
a

3
a

8
8

m

u.
as
U!
m
m

8wFlm
qoqt.

omr~mN
qo10

9
q
N
i h

N
qFl
m

m
"1_
m
m
va

m
~.sor-m

m
*I
LD
N
Up

m
~.n-mm

E
.2
3
D

g
m
gq
8

mnm
3
Q
8

o
QQ-an

Fl
*QfnN4.4

o
~.NQum

3
§

o
qca
-Lm

8
N
1-1
v s

8
3

8
8
qovs

m

8
6V)

1-
q
oNvm

8
d
ax

8.
o

a

m
~.
8
4.n

4mNvs

m
ng
o
Q
up

§
FT

3
d10

8
8
8

3Ninvs

3Nm<0

o
q
N
m
VI

o
qNmVl

3Nmv»
3Nmvs

8 m

'Q U
3

3
Lm
FL
4/5

3
m
Fl
10

3
\.nFl
10

3
m
v-A
4 0

o
Q
in
Fl
Sn

o
QmFLm

o
q
m
Fl
vm

Vu
8|-

8
zea
8
'E
D

3
o in

mN
oN
Q.Fl

mmm
1'l

o om
1-0

8
8

QmN § 8m § m
1-1
m §

§ oo
m

ooam
ool.n § §. §

8 m
~.Q

r-
"z
D

<ralN
mcm
~.I'l

oN
QN

9
""'!.
N

so
9-4
ea

om14
r'l

.1¢cu•A.
C
o

.uflelQ.
a:
o

3><
8
b
m
_A

%
Evs

E:
'Eno
E

an
<
c
E

sf'
<
as¢

um>
<c
c
<

it

88+-
s 5c oGJ u
8 .ah
o D

ah
qca
'I'

ah
'Q
9

ah
sq
'F

a h
U!
"P

ah
" * !
Q
1-'I

a h
i n
r~I

E
o .
n
'is
m
so
F l

N

Q
o f

r

1

I

I
i

°?co
8
asE
9
8l=

Q
XUJ

IH
E
:

4
=
go

E
'é'
8
g
:
'Ni'
:

m
4.
o
of
Hz'x
2><
*_;c
ea
E
2
z01-D

..0
E
E
an

_ea
'om
u

m
Q.
u.\|-
m
F lo
N

I ' l l

I



U
an
l l
z
u
ah

an
m_
coN

*
"Eowr

E
pa

ah
*.
r~
N

><
u\_
m
Q

§
3'

vUc
Ru. :
u
oh

H
q
l'*l1-1
14

22FT
Nv>

3
as
vs

I *
~.
mnm
-1A

in
' !|-Nvs

LD
q
hFl
an

'é'z
E=3
EE§
3'

4-1
c
3
o

TG
3

3 3
ea D
z

34°w

Fl
in
mm4-l'l

3
Nh
4/>

=s
1-4
Nd
10

m
"2
mm
m

8.
910

m
uas
z

N°!
§,

8
n
l `
v s

9
:Ta

1-0
o
1-1
NFl
vs

Fl
et
r-
r \m

so
et
m
m
Uh

u
<u.B.
Q.

N
no
so
o
q
o10

UP
et
we
v>

8
5;

inN
r~u»

- w e

" 3

o

1 - 1

m

3 m
m
m
vn

Ta
:|u.
v
ah
m

wax

§
dw

eaU\IaoN
Qous

m
""!
of1-1
vl-

Fl
"':
9-1
Nm

23
weN
m

¢
"E
minm

m
Q
weNm

m
of
mFl
vm-

Z'
8
8

3
oN
m

3
o40

§
38

3
8

3
8

fn
"=:N
-nm

1.r\
qN
N
vm

o
qoqt.

3
a

3
o
Nm
=s
ov>

8mm
qo
V )

E 39-|vs
9o
N
m

=z
8
oh

m
"E
onl'l
-in

in
m_FTv
111

§
3
3
8

§
3so

in
"̀ !
oN
16

en
"*!
oN
m

fn
n.
oN
vm

m
N.
oNva-

in
'*!
oN
m

in
"4
oN
m

mang
£8u'8 U
m

m
et
mUi

in
Q
noif)

m
et
ofv l

3.
a

3
a

3
a

so
Ag
an
v s

m
E
»=
E
3
e
8vo

3
Q o o

w 3 o c

3
l~
1-1
N

r~mm § 8
ors

om
we 8

§
e
8 § § § oo

m §

. :

3
m
~.
o

r-
"":
o

l~1-1
l~

|\
m
m 3

m
9m
IN

o
\n
of

mm|\

8fl0o.
o g

8
Em

4
5

5 38 x
E

u><
c<

§'
8

5
a
§2
8
E

s
3
3

1-1

:

8
4 - » i n

a s Q

z

o
sq
mm
10

g
r:
v >

LD
~.
no
cm
m

N
m_
Eran1-1
m

m
-4
m
onm

m
*Z
m
m
m

a s
4-»
ea

z

ow
c l
a

m
"2
l.n
cu1*l
va-

m
~.
mN1-1
m

N
m
an
no
1-4
m

m
41
\D
\-4
1-1
1 0

m
<r_
r-~
as
UI

u
E
G.
e. 3 3

a
3
a

3
51

3
8

3
8

3
a

U
L L

an
UP
(U

m

834
N
gtoN
q
ovs

-1
"E
anN'Ul

N
q
omm

m
"!
r"~m
m

v-1
'1
gr
5;

so
~.
910

m
~=:
r~
N-us

E
8
'a
D

8oHA

8
3o
6vs

05
ino
no
Q
o40

Q
q
o
Sn

3
a

3
a

N
m

8
Q
qQm

3
8

3
m

8
dvs

m

3
3
8

0 1

~=r
N

1- ' I

g o .

r~.
fr
onN
ih

axN
6
8

m
~.
w
inm

I*-
°!
ml
Nan

§
1-1
Q
<-
3
ovs

§
Q
o4;

3
Nm
oh

3N
m
m

o
q
Ninul-

o
Q
Nm
-us

3
N
m(A

8
Ninvs

eam

U.3
GJ
m Eo
m
m

3
m
1-4
v s

o
q
oz
10

s
m
e-1
i n

S
mFl
us

s
mFl
vs

3
m
1-4
v u -

3
m
F l
411

m

8|-

8
E'
8
0D

3
o o S m

Q
m

o o

8
8

r-FlN
l~
mm § § ol.nv

mohN

o
om

§ 8 § § o
o
m

8
Ur

. :

E
in
"5o

m
*:
o

hFl
r~

lm̀
no 3 m

Qm
FL

om
m 8

l~

x41
eaD.
c
o 8

.Er
x

=~ 8
5 v

v s

E Q-
§ 5

8°<c
< 8

\ 1

.fs 3
c om u
8 8
ea Q
a.

§§§§§§
2
o.
co
'n
m
soFC
N
Qof

AgU)

| :
9
X

2
8
E
v-1
~.

E
E
z
w
3
8u
S
uu
s
g
gou
ELuE

I
Ii

I
I

I

3
4-i
~.
q
9
no
x
_en
>s4-'
c
G)
E
ea
24-»

§

Um

2
'om.c
um
o.
l .u
I -
m
MoN

I'll Ill! I\llIIII l HI



Ia
no
c
cu
. c
u
ah

§ ah
~.
l~

35.
e a

ah
qm 8 Se

F l
v-1
1-4

IaucN.cu
<0

m
"E
1'l
I-I
vo.

=1
in
1-4
14

m
~.
r~Fl
4.6

of
":
Ch
1-'I
um

so
l.n_
NFl
-un

co
vo
o1-1
v>

.45
E
u

EEE
3
n

**

uin

.cIE
3 3E om
z Ez

m
N
l~
caRh

we

- I
l'*~
o f
F l
1.n»

3Fl
o
N
v>

in
m_Fl
I-I
Nm

lb
qol `w

1-4
vi
m
m
va

*a

.
m

z

m
m
Q
r t
1-1
vo.

<r
"'!
r~mFL
va

3.
1-4
c
N
am

m
m
'Fl
1-4
Nm

Q
Q
in
m
40

O'\
et
9-1
v-I
F l
i h

u
5
o.
o.

N
ea
soo
q
o
40

m
qon
-um

r"-
vo
in
1-1
1/>

m
~=!
qg
1-1
en

F l
<2
an
1-1
1 4

9
5;

3
IR

Ta
:u.
oUr(U
m

no
UP
H
m
m
q
o
m

3ppmN
qc10

so
V?
o
8

N
l.n_
m
ID
V1

r~
"8
Qr-m.

N
et
hr~m

o
"t
Nm
oh

53
mm
V)

Z'
s
3

o
o
o
F l
A

o
3
Qo
1 0

o
1-o
cin
q
ow

3
8 8

of
'w
UP
m
i h

3
S
w

3
8

in
~.
N14

3 8q
a

oFl
om
q
cSn

r-
"2
Q
N
UI

l-~
" !
q
nn
m

h
" !
-we
N
m

f~
"!
-ErNm

m
"3Fl
Nm

r-
" I
~=r
N
Ur

8m 3
Si

8o
mqow

l~.

" S
-Ur
N
-v.n

r\
"2
QN
<11-

l\
"'!
-ErN
m

r\
"8
're
N
m

|\
"!
weN
va

r~
" 1
we
N
U1

u

z
m

. :
u

o
U

m
u
m
cu
m

3
go

LD
et
of
01

LD
sq
no
am

m
Q
no-an

m
"Q
noUr

so
et
no-in

m
a s
m
ua-

92|-
§
85
2'
0
8
'aD

8oFlA

eal~
v-v

o
8

Q
m
Ru
v-4

oIa
N
14

o om
e-4

8
8

§ § § § om
Er §

oo
m § o

QLD
oo
m

oom § §
.c

E
r~
re!
o

m
*Q
o

no
l\
"-_
1-1 8 Q

m
1-14.
N

8 onm
m i n

1-1

1-1

3E
s
§
oE
*E
;_
3'

+I

o
.8
Q

.c

3 :
3
'ii
z

N
et
so
oFl
10

m
sq
8N
w

fn
" !
m
Fl
N
i h

HPI
FlmNm

N
cg
m
o f
Vi*

r-
'Q
m
ca
Fl
oh

.3
*ESz

N
q
m
i n
1-1
vm-

as
sq1-1
in
Nm

fn
1"l
o
UP
N
'Ih

*q
"2
N
m
N
us

N
q
-=r
F l
FI
4.4

I*
sq
som1-1
'ah

u
<
u .
Q.
n.

8
8

3
8

3
a

3
a

3
5%

3
8

3
8

8
8
m

S
soRa
nm
q
ovo

Sf~soN
Qov>

m
*.
as
w

N
V!
8
vs

3.
8
10

no
~.
m
|\
vo

as
*:
oin
4.0

m
n_
I *m
m

E'ID
8
Ta
D

.8 3
aqow

as
m
om
q
o-Sn

go
weFl
9)

no
Ra
m
r~
us

3m
mvs

Q-
l.n_iI
Fl
Vb

3
51

3
N
1-1
f n

3
m

8
6vs

8
8
o
m

m
~.
o
8

m
~.
o
8

m
~.
310

as
~.
8Ur

m
~.
mfn
m

m
~.
9oh

8
he 3

dw

1-1

3
dv>

o
qNmfn

3
N
m
vs

3
N
m
m

3
Nin
m

o
q
Nin
v>

o
q
Nfn
u>

,§

u . c89 u
m

3mFl
vs

o
q
anV)

o
q
in1-1
m

3
\nFI
vs

3
mFl
vs

3
3
v s

o
o
mFl
V)

mz
E
| -

=§x~¢
z-
0
z
T:
D

o
§
A

Q
r~1-i

o
mm

wr
m
"-.
Fl

o
so
~.
1"l

o o
SnFL

3 § § § § 9,
we

oo
m

§ o
3 § § § oo

m

o
S

. :

E
m
~.
Q

r~
re
ca

no
r~
r'l
,4

S
cm E s

"1
om
m

o
m
"'!.
H

4 :m
Uo.
:
o

oz
m

g
H
x

= U
3 9
m 3

E
.3'ov
E

in
<I:c
<

gt
5
g

x
m•o.
c
o

x

U
q-s:o

m
><
cc<

gr
EUZ

vQ an
pa Sc o
8 LI
8 QB.

§§§§§§

°9cm
=
Q
XLu

8
s

3
E
E
g
8
u

8
9>
Bi
uz
8

2
s
3

TB
E
us

E 38 x
E

1;
3



l lan:N.:u
:Ra

ah
°=!
N
m

5.8 8 be
"1
o
<r

x
"2mm

ah
vs
mQ

uHi
fl.|:u
w

1-1
q
mm
'Ul

r°-
=tin
en
1 .

fnr~
i i
a

so
#1
m
m
4.n»

m
dz
om
1.n

3
nm
Nw

.4E
8

Q§

8;
= 853

o
Q
mlb-sn

Fl
"3
h-
cm
-Sn

m
ng
l.n
4
F l
-an

fn
"E
m
inFl
oh

N
Q
m
an
-ura

SO

a

3
31
z

m
"9
Fl
no
~u>

Fl
m_
r--
mm

so
~.
mFl
Fl
1h-

m
-e
mmwe
18

N
qin01v>

r\
"2
8vs

u
<u.
n.
n.

8
Q
ous

1'l
If
m
-an

Q
~.
ofVb

|\
etmoh

i n
an_
t-4
H
-in

14
et
|"\Ul

mm
in10

ll
l.l.
alm
Ia

3
8
3
a

Qm
§
qo
m

m
r~g
UP
N
qt.

o
qoinvs

r-
"E
h
inoh

v-I
1
m

a
3mNvs

m
-e
o
N
ah

E'
3
3

8oFlA

o
mm
q
o
10-

ocmin
Qofn

3ovs

m
m_
no
on

Q
m_
ofrt
an

Fl
""!
ofN
Vt

m
Q
m
v>

3
a

o

§
2

88
8

§
3
8

35
m
Fe
V/

1-1
"1
oN
w

u-1
*Q
oN
'Ih

vs
m_
QN
vm

Fl
sq
oN'Ul

mso
14
Fl
vs

§
Q
N
m
m

Q
o
*Lh

8mm
Q
a

r-4
vo
o
N
-m

FL
vo
o
l'*l
m

Fl
l.n_
o
N
'Eh

Fl
'-*̀ !
o
N
m

1-1

m_

N
4un

Fl
'.n_
Q
N
i n

8
§, a
m a

u

3.
a

3
8 8 8

atm
3.
5;

m
of
novs.

m
ofmm

8
IIIl=
E'
8
rv
.3
Ta
D

o
s
A

o moN
r~
s 8w :QI-I

o

8 § § § § § IllmN

8Rh

§ § § § oovi 8m

. c

E 9
o

m
Ifo

8as
m
Q
"it
H 3

om
sqrt

\h
4pp
IN

m
m
|\

8nuG)
a.
c
o

.z
Ruua.

8

3
x

8if
Ein

E
3
=8
an
2

8°<cc
<
§
2

9z
8
2

8E
8

.:-* H
3 3E o
m 8
'63 Q
z

1-1
-q
m
oFl
'Rh

m
to
oin
Fl
-Sn

an
q
an
UPn
us

3
/~
go
Ur

1-1
Q
'Er
N
FL
oh»

\D
<4
N
no
m

E-Hllz

llI
q
oN
Fl
ih

no
"2
anQ-rl
-Sn

Gt
q
m
1-~.
we
mn

3
No
N
w

1-1
Q
m
inFl
m

so
<4
r~
m
10

24A.a.

8
3

3
a

3
8

3
a

3
a

3
a

3
a

'o
:1u.
GImf l
m

8
18;

Nm
8N°.o10

l.n
<4
x
1/8

m
"1
N
8

3om
v s

m
"9
m
Rhm

3
o
an

UP
~=r
l ' \
N
va

Z'
3U
D

8
3A

m
8
QoSn

mm
3o
d
m

3
8

no
"3
m
H
m

N
qmmUr

-rt
~=a
nm
IN
i n

3
F l
F l
4 0

3
a

3
m
8
Qc

ea
8
Qa4*

£9
°!
som
Sn

as
~.
o
34

mN
6
a

m
"̀ !o<-m §;|-

qNNm

§
vs
o
8
Q
ovs

v-4
o

8
q

8

3
N
m
14

3Ninw
o
QNmvs

3
N
m
m

3
Nm
v>

o
qNmvs

m
u
Z GJ

man
m au E77 u

m
m

3
voH
<0

8
a

3
mup
10

3
m
1-1
m

o
q
:Ivs

o
q
Lm
Fl
-Sn

3
nmFl
10

'Q
LIJ

E.c
3
E'
.8UD

o
§
A

o moN
r~
3

8Tb 9FL
o

8
8

§ § § § § mmN

§
o
o
m § 8m

o
o
m

oo
m §

.c
3

m
"*!o

m
p:
o

8an
in
N

q
141 3 § Lm

Q
I- I

1-1

8

.z
g
8-
co

Xcy0

8
5
><E

vs
:»3

E
8uu
2

m
31::<

I In

8 *-vcB :c o
w uE 2
u D
a .

8 8 g.Hz o Q § ah
qo §

°9
(IJ

l=
Q
XLLI

zll!
'8
E
9
8
E
E
's
'6

E4=
8
wz=g

E§

l



anin
m.cu

ah
" !
l-I
1-1

x
qVIFl

x
sqmFl

X
sqmFl

x
'Cco

as
l.q
to

a:HD
N.:u
IA

m
to
~4'
1-1
m

m
et
MD
N
U1

m
etmNRh

m
etmNm

l\
m_
mm

N
a.n_
m
sn-

E
a
85
§
§
8

.c

.2 4-1

a 3E o
m 8
'5 Q
z

o
~.
l"~
'Url-l
v>

3
sooN
VO

3
1-1
N
N
1 6

8
1-1
N
N

v o

3
l-I
N
Fl
f n

l~w
HNvs10

3
8z

o
~.NsoI-Ian

m
q
FT
N
N
ua-

Q
Q
lb
in
N
1n-

Q
q
LD
m
N
18

3
vo
m
Fl
we

r~
sq
\D
mFl
Ul

u
<u.A.4

qovs

3
a

3
8

S
8

3
a § 3

8

u .

ea

Sc
m

S
so

ZN
o
co
S n

ol.nhmN
qo
-ua-

r-4
IJ'\
ft
:x

m
*.msoi n

m
"mIDm

re
"1
l\m
-m

Ch
n.|-m1.4

z-

.8
W
Q

8o14A

8
o

3
o
v s

m

8
6vs

o
m_
S1/9

m
~.
N
1-
ua

N
4
N
on
Rh

N
qNonoh

3
F!
Fl
10

3Nv-1w

3
9.o
3
8

38

m
~.o<-vs

m
~.
D
Q
vh

q\
~.
3w

G\
~.
3vs

m
"'!oQm

§_
1-1
o
38
Q
o10

8
qoih

3Nmoh

3
N
m
m

3
N
m
m

3Nmvs

3Nmvs

3Nmoh

ea_u

g Em RuQ .B'a u
Mm

s
m
1-4
< 0

o
Q
inFLm

8
mA
40

3
\n
14
v s

3mFlvs

3
m
1-1
V A

3
8.

mz
E»-

8
E
5u
o

3
o
A
m

hman
GON
qrt

m
N
q_
F l

9-e
om1-1

8
8

gm § 8m 8m § §
oom § § § o

o
m

oo
m §

.c
3.z

nm
~.ca

| -
Te
cm

m|-
"1e-1

r -
as
°9.1-1

mN
9.N

asN
QN

m
at
Fl
.-r

onm
v-4
n

g
:
.E¢
3
*8
E
a

8
E
3

an

ou
*,  .E
Ar D

z

m
Q;Nm-|th

up
~.
,Q
n
v s

FI
- s
1-4
01
1-1
I A

14
Fl
1-1
m¢-I
m

r~
Ia
14
Eu
yi
v>

an
'"!
N
¢-l
H
m

.'=
m
4-»GJ
z

m
~=c

mFlvs

m
~.ml"~Flih

1-1

" ' !
F l
G O
1-4
u m

H
*.
Fl
m
H
'Ui-

r -

s q
s-1
1-1
F l
- In

Hz
N
Fl
1-1
w

u
<u.a.n.

8
dVB

no
m_mm

q
qN
FII
i n

=s
inFl
oh

g.
m
u-o
v s

H
etr~m

8
13

:al.l.
min
m
m

3
8
a

eam
9
Q
a

o
sq|-.Q
-Mn

as
'E
an
so
'Vi

3
,QIA

3
2
v s

l-I
-fr
mmm

Q
Ifasmm

EGI
_>
'a
Q

8oHA
§r \
°.Q11)

oHom
qo'Ul-

m
~.of14us

as
q
fn
8

m
of
m
-Q-
w

m
et
m
-Er
us

Fl
qI-m

r-
"*!
I'\
ua

Qoc
F L

8r"
q
ov>

oFTom
Q
oV)

q-
~.
QN
vs

4-
~.
xi
N
um

Q
~.
v
N
v s

w e

~.
-Cr
N

-u m

we
~.
l l
N
-am

q
~.
'Er
N
m

s
Rh

o
g
l~
qo
I A

o14
8o
dv>

-Cr
~.¢Nm

wr
"!
1N-us

-Er
n.
4-N
m

Q
~.
-we
N
Sn

q;1

~.
w r
N
m

q
~.
qsNm

.g
a g54 ».

'.é'u9 u
tom

ea
et
no
14

so
Q
noum

ND
Ag
no
-un

1-D
ofnom

so
et
nom

so
et
onm

go
et
mw

vs¢
9
|-
IE"
3
:'.'..

8
8
W
D

o
8ppA

LD
l~m 5 mN

q.Fl

mN
qFl

m
w e
1 -n

m14

g
3

§ § § § § §
o
om

oo
m

o
8 § § § Qom

§ an
m_
o

N
*Q
Q

oNm
ye

h
m
°9_
1-1

mN
QN

mN
Q.N

l.n
<r-1
ye

o
m

- 1
1 -4

. l¢l lvn.
c
o

4m

8
3x

_ E
'ii 3E 'u
Sn

0
GD 8'2

<'c
<

a c

3
Vu
U
n o

.mas
'vn.
|:
o

xfl0
4
a :
o

8°
<

<
8

I

E

I

8 4-»
Ru c
414 :
c oU u
E .52
U Q
a.

98 § g §
o c o o § ah

Qo

D.
m
tn
m
mFl
N
Qco

°?
cm

l=
9
XUJ

z
8
E

E
94:

E
8
8
mz
=

4
=
=
uE
~l

4

v"\'|
~.
in
9
z
x
_cm
>s
* Jcea
E
2
gm

\.

8
vs

*F
: | :

fl
Em

8 3E x
5

8
S

2
3

' uG).c
um
o.
up
|-
m
oN

s



vin
m
.c
u
ah

me
et
sovs

x
q
mN

ah
qmm § 5

i iN

ah
qviFl

llanc
iv
. :
u
10

m
U!
m18

m
'Q
q-Nm

N
Ia
m'
an

N

~=a

R'
R h

o
m_
~'vs

3
8

'é'5
8
§
2

QE
ET!

£

33
'mica
z

9
8

3
§

3.
vs
so1-0
vs

m
'=:
rt¢N
44

3
§

3
so\D
vs

3
3z

m
q
8
-4
m

m
q
9l-I
10

5
Nm
1-4
\/9

m
~=:
Nr--N
m

3
8FT
an

so
Ag

8
-an

u
<u.D.
a.

3
o
W

3
a

3
8

3
a

8
8

8
8

3
5%

'at
:s
u .
as
vo
m
an

8
S
8
9

8N
qo<0

3
onN
w

as
V?
910

as
tn
\D
an
v>

N
l.n_
o
som

N
m_
o
8

as
q
hN
vm

E
8
D

8o
v-4
A

mm
8
qow

m
3
co
q
o<4

3
a

A
et
N
1-4
Rh

LD
"9
m
3.

3
§

m
"E
Nrt
\fl~

3
5'»

3
8
ow
q
8 8

so
cg
UPN
m

mN
d
a § cs

~.
o
Rx

r~
q
N
NRh

§ 3
6us

84-
3
ous

3
Nin
v>

o
qN
f n
w

o
q
N
mIh

o
qNin-en

o
qNmm

8
N
m
10

.8
z0

m

m

8
2.g u

mm

3
l.n
H
m

3
m-4
ih

8
m
1-1
i h

3
9
m

o
qmHm

o
9
l.n
t-I
m

o
o
m1-1
VA

8
u.l
r=
E

E
E*

.8
Eu
a

3
o m

UPso
o14
w

mmN
pp

-4
m1-1

o

8
H
m § § § § m

NN

§
oo
m

Q
om

o
S § § §

. :

3
m
~.Q

Rh
*z
o

vsn
of

m
v'4
-4

o
1-4

\q
1 4

an
m
~..N

Fl'
m
"!.Fl

m
ml~

_\¢
(B
u
Q .

¢ :
o 43

Em
g.
5

?» § 5
8 x
2

gr<
c<

no
>

01
ea
a :

8E
8
8

. c
IL' 4-»
; g

ou
.2
D

m
* Jl l
z

4
mm
vb

LD
Q
m
m'U'l»

N

~.
m
H

- an

l`
°9
es
1-0
v\

o
V?
3m

r~.
\n_
r~»
mm

E
4-»
CJ
z

an
q
no
m
ua

8
bE

N

~.
r -N4
th-

l\
Ag
r-r-1-1
oh

o
"2m
as
vl

B
sq
8
us

3u.
a.n.

3
Q
oV)-

m
vs_
min

53
IR

g
8
1 0

53
mFl
vs

m
9
r~-m

m
""!
mm

3
5
u..
as
an
cu
m

ea

dq*

nom
8N
o
d4.0

N
of
oN
m

go
"'t
mN
1-5

8
a

m
Q
mm
'Ih

no
m_
mN
-um

so
"!
aN
m

eea
.?.
3
D

8
oNm
w
q
ow

QOmfn
qQm

3
a

N
'-"!
Tb
we

N
q
m
no
Mn

to
~.cm
mih-

1-4
~.
ID
i N

3
8

3
oN
III
3
oSn

8mm
Qov>

LD
* ' :
('*I
1-1
m

FI
'Q
oN
oh

Fl
m_
o
no
vs

Fl
"'!
o
N4.4

1-i
Ag
Q
N
411

m
mo
Fl
Fl
'ah

§
oN
mno
q
ovs

8mm
q
ovs

n
sqoNm

r'l
HI
oN-Mn

I ' l

u'1_
o
N
4.11-

I- I

'.n_

Nm

F l
l.n_

N
um

rt
l.n
oN4h

8 u
on Em ll

.c
u.2nom

m

8
8'

3
8

£D
q
noill»

3
8

3
so10

m
Q
m-in

3
8

m
m
E
|..

3
a-
8

.c

4:

o

I )
Q

o
sFlA

o m
3 8w

mm
~.1-4

H
mH

o

8
Flpp
m § § § § m

onN

§
§ Q

om § § sm §

. : Rh
n.
o

m
"2o

1- l
1 4
n o

01
up
"- .
1-1

1 ' l

\q_
1-1

cm
m
~.H

1-1
UP

<1
1-1

*8

.n
NIa
o.

o

.Lr
nu
v
5 .

o

3Evi
:»3

E
8'uU
E

W
2cc<

Ia>
5.o
Hz

I

IJan 4-»(U C
-l-I :5 o
2 .8
as Q
o.

x x4-1
m'
'I'

x x x
~Q "-! "! ¢

ah
"2m
T'

o.
<-
ff!
on
LD
Fl
N
Qof

°?co
I ;
9
XLU

u.

9
E
EE
8'S
141

E
4
Evo

'i
9

3Fl
~.
so
° .
anx
2x
4-5c
m
E
2
1:G)m

§

<t

2
3
u
ea

. :
um
o.
l.u
r-
mFl
oN

l  l  in

5



N
:vo:es.:u
32

ahH
4

ah
"E
Nvi

w e
o f

a d
1-1

an
ve
oN

ahFL
i i

a h
1 - 1

d

llan
N.cu
vs

1-1

q
m
m

N
Q
no
-1
U l

m
°?
m
N4.4

o
QN
m
15

h
q
go
VI»

3
8

E5
E

8
E
3'

. c
i t

E
3

4-1
n:
5
8

,_, .2
as Q
z

m
~.
g10

no
" I
m
m
FL
4.0

h
l.n_
of
r -
F l
vm

-Q
'=:
F l
m
N
-an

<1-
t r

8
'Lh

N
~=r
mmm

m
4-1
U

If)

~ .
1-1

1-1
Vu.

co
" -

3
F l
v s

r~
"'!

o f
Q-l
m

=_
g
16

=.
s-4
ih

N
o_

8
1-4
4.4

2
u
n .
1

3
Qoiv

\D
~.
P*
-cm

m
ve
o
1-4
um

3
q-FT
<4

g
m
v-l
v >

l.n
'Q
r~
m

8
a

9u.
IJUI
m
m

t o
m
F l
an
an
q
o
am

ofmFl
in
N
q
oin

N
nm.
mm
<4

LD
*"!
m
I-fl
m

o
vs
svs

N
" 2
s o
m
u s

3
men
v>

m
m
mm
m

E*
3
ua

8oFlA

o
ofnol'\
q
om

oFlomQom

m
Q
inUl

m
~.
m
Nva

go
3

o
"'!
of
ex

m
Q
|--ih

m
dz
w
4.n

8
S

8r~
qow

o
H
o
m
q
o
I A

m
~.
in
NUl

01
~.
m
N
1.0

m
~.
m
N
-an

9mN
us

m
~.
mN
-ur

m
~.
mNUL

§
o
gol\°.
8

oFlQm
qo'ID

GO
" !̀
m
N
vm-

as
n.mNm

ea
~.
nm
N
um

m
N.
mN
va

m
~.
mN'Ul

m
""!
m
Nm

G!
_u

E aU 5UP m
Q 5
71 u
lo
m

us
Ag
no
um

I-D
et
on
m

LE
sq
m
'Lh-

3
Rx

Ia
sq
to
~.n~

so
as
m
'ah

so
et
on
vm-

vi
E|-
.c
3
8
E'
8
3Q

3
mm

so
8

o
3
F I 8

1-1
m
FL

o
:Q

3 § § § 8m § §

§ § § § § § §

§ Q
"3
ca

so
sq
o

mwo
f-4 8 So

N

8
2

FI
m
"1l'l

o
UP
" 1
1-4

"Uo.
:o

m

g
EP
><

7. E a'u ._
.E 8' 3

8
L
o¢A.

E
'é
8
a

4-»
c

8
8
Q

.c
.E
3

3
asm
z

m
q
8'Ih

~.
l'*
m1-1
m

o
U?
8Nvs

<-
-4
8mPA

go.
8
H
u s

l~
q
8
vs

E
m
.I,l
as
z
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0239 AND E-01933A-15-0322

Mr. Abinah's testimony supports the adoption of the Settlement Agreement ("Agreement")
as proposed by the Signatories in this case. This testimony describes the settlement process as open,
candid, transparent and inclusive of all Signatories to this case. Mr. Abinah explains why Staff
believes this Agreement is in the public interest.

Mr. Abinah's testimony recommends that the Commission adopt the Agreement as
proposed.

.
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Direct Testimony of Elijah O. Abinah
Docket No. E-01933A-15-0_39 et al.
Page 1

1. INTRODUCTION

Q. Please state your name and business address.

A. My name is Elijah O. Abinah. My business address is 1200 West Washington Street, Phoenix,

Arizona 85007.

Q. By whom are you employed and inwhat capacity?

A. I am employed by the Arizona Corporation Commission ("Commission" or "ACC")

Assistant Director of the UtilitiesDivision ("Start").

as

Q. How long have you been employed with the Utilities Division?

A. I havebeen employed with the Utilities Division since januaxy 2003.

Q. Please describe your educational background and professional experience.

A. I received a Bachelor of Science degree in Accounting from the University of Central

Oklahoma in Edmond, Oklahoma. I also received a Master of Management degree from

Southern Nazarene University in Bethany, Oklahoma. Prior to my employment with the

ACC, I was employed by the Oklahoma Corporation Commission for approximately eight

and a half years in various capacities in the Telecommunications Division.

What are your current responsibilities?
I

As an Assistant Director, I review submissions that are Hied vlnlth the Commission and make

policy recommendations to the Director regarding those Filings.

Q- Have you previously submitted testimony before the Commission?

1

2

3

4

5

6

7

8

9

10

ll

12

13

14

15

16

17

18

19

20 Q.

21 A.

22

23 .

24

25

26

A. Yes.
4

i

l III 1-
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Direct Testimony of Elijah O. Abilnah
Docket No. E-01933A-15-0239 et ad.
Page 2

1 Q. What is the subject matter of your testimony?

2 A.

3

4

The purpose of my testimony is to support the Settlement Agreement ("Agreement"). I will

also provide testimony which addresses the settlement process, public interest benefits and

general policy considerations.

5

6 Q. Does this Agreement settle the case in its entirety?

7 A.

8

No, the Agreement proposes a settlement regarding Tucson Electric Power Company's

("TEP" or "Company") revenue requirement.

9

1 0 Q. Did you participate in the negotiations that led to the execution of the Agreement?

1 1 Ye s , I d id .

1 2

13 Q- How is your testimony being presented?

1 4 A. My testimony is organized into Eve sections. Section I is this introduction, Section II

15

1 6

provides a discussion of the settlement process, Section III discusses the various parts of the

Agreement, Section W discusses the reasons why the Agreement is in the public interest and

Section V discusses policy considerations

1 9 II SETTLEMENT PROCESS

20 Q

2 1 A

A.

Mr. Abinanh, please discuss the settlement process

The settlement process was open, transparent and inclusive. A11 parties receivednotice of the

settlement meeting and were accorded an opportunity to raise, discuss, and propose

resolution to any issue that they desired
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Direct Testimony of Elijah O. Abinah
Docket No. E-01933A-15-0239 et al.
Page 3

I

1 Q. Did M parties participate in the settlement process?

2 A.

3

4

5

No, although all parties certainly were given the opportunity to participate, since the

Agreement only addresses TEP's revenue requirement, Ody those parties that had issues

regarding revenue requirement or otherwise wanted to participate, actually participated in the

settlement process.

6

7 Q. Who participated in the meeting?

8 A.

9

1 0

l l

1 2

13

1 4

1 5

1 6

The following parties were participants in some or all of the meeting: TEP, the Residential

Utility Consumer Office ("RUCO"), the Arizona Investment Council ("AIC"), the Southwest

Energy Efficiency Project ("SWEEP"l, Arizona Public Service Company ("APS"), the

Department of Defense on behalf of Federal Executive Agencies ("DoD"), Kroger Co.

("Kroger"), Freeport Minerals Corporation ("Freeport Minerals"), Arizonans for Electric

Choice and Competition ("AECC"), IBEW Local 1116 ("1BEw"), the Sierra Club ("Sierra"),

Western Resource Advocates ("WRA"), Wat-Man Stores, Inc. and Sam's West,Inc., SOLON

Corporation, Vote Solar, Energy Freedom Coalition of America, Noble America Energy

Solutions, LLC, Pima County and Staff.
s

1 7

1 8 Q. Was there an opportunity for all issues related to the revenue requirement to be

discussed and considered?1 9

20 A. Yes, eachparty had the opportunity to raise and have its issues considered.

2 1

22 Q. Were the Signatories able to resolve all issues related to the revenue requirement?

23

24

25

Yes, although there were issues that were eventually excluded from the Agreement and will be

litigated, all of the Signatories were able to resolve and reach agreement on all issues related to

the revenue requirement to their satisfaction.

26

A.

3
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Docket No. E-01933A-15-0239 et al.
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1 Q. How would you describe the negotiations?

2 A. I believe that all participants advocated and represented their interests well. I Wou.1d
\

3

4
I

1

a

5

characterize the discussions as candid but professional. While acknowledging that not all

participants executed the Agreement, I must re-emphasize that all participants had the

opportunity to be heard and to have their issues fairly considered.
J

6

7 Q. Would you describe the process as requiring give and take?
a

8 A.

9

1 0

Yes, I would. As a result of the varied interests represented in the settlement process, a

willingness to compromise was necessary. As evidenced in the Agreement, the Signatories

compromised on what could be described as vastly different litigation positions.

1 1

1 2 Q . Because of such compromising, do you believe the public interest was compromised?

13 A. No. As I wil l discuss later in this testimony, I believe the compromises made by the

1 4 Signatories further the public interest.

1 5

1 6 Q. What is the revenue increase and cost of equity requested by the Company?

1 7 A.

1 8

TEP requested a net increase in base rates of $109.5 million, which included a requested cost

of equity of 10.35 percent.

1 9

20 Q. What is the revenue increase and cost of equity that was recommended by Staff?

2 1 A. Staff recommended a net increase in base rates of $49.9 million, and a 9.35 percent cost of

22 e quity.

23

24 Q. What is the revenue increase and cost of equity recommended by the Agreement?

25 A.

26

The Signatories recommend a non-fuel base rate increase of approximately $81.5 million,

which includes a 9.75 percent cost of equity.

l l
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Direct Testimony of Elijah O. Abinah
Docket No. E-01933A-15-0239 et al.
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1 III 1 AGREEMENT

2 Q. Mr. Abinah, please describe Part II of the Agreement?

3 A. Pan II describes the recommended rate increase agreed to by the Signatories. In its

4

5
4

1

i

a 6

7

8

9

1 0

1 1

application, TEP requested a non-fuel base rate increase of $109.5 million; however, the

Signatories agreed to an increase of approximately $81.5 million, which is $28 million less

than the Company requested. In addition, the Signatories agreed to and recommended an

average base fuel rate be set to $0.0325559 to recover $289,147,243 in base fuel revenues.

TEP's total revenue requirement shall be $1,003,170,143. The Company's 1uiisdictional fair

value rate base ("FVRB") used to establish rates is $2,843,985,854, representing an average of

the original cost rate base ("OCRB") of $2,045,203,460 and the replacement cost new less

depreciation rate base ("RCND")of $3,633,027,972.

1 2

13 Q. What are the other provisions of Section II?

1 4 A.

1 5

1 6

1 7

1 8

1 9

Section II also addresses the treatment of TOP's proposed purchase of Unit 1 of the

Splingerwille Generating Station ("SGS Unit 1). TEP had originally proposed to recover this

amount through its Purchased Power and Fuel Adjustment Clause ("PPFAC"). The recovery

of this amount through non-fuel rates represents a revenue neutral change to the agreed upon

revenue requirement. Of the recommended non-fuel revenues, $15,243,913 is contingent

upon TEP purchasing a 50.5 percent share of SGS Unit 1. This portion of the rate increase

will not be effective until after the purchase has been completed and a final Order has been

issued.

2 0

2 1

2 2

Q. Please explain Section III of the Agreement.2 3

2 4

2 5

A.

26

A capital structure comprised of 49.97 percent long-term debt and 50.03 percent common

equity is proposed. In addition, the Signatories recommended a return on common equity of

9.75 percent and an embedded cost of long-term debt of 4.32 percent, resulting in a weighted



I
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Direct Testimony of Elijah O. Abinah
Docket No. E-01933A-15-0_39 et ad.
Page 6

1

2

average cost of capital of 7.04 percent, Also, the Signatories proposed a fair value rate of

return of 5.34 percent which includes a rate of return on the fair value increment of rate base

3 of 1 .00 pe rce nt.

4

5 Q. Please describe Section W.

6 A.

7

8

9

1 0

1 1

1 2

1 3

Section W describes the depreciation and amortization rates. The rates proposed by TEP

would be adopted except: (i) the rates for San Juan Generating Station shall be adjusted to

reflect a depreciable life of 'REP's total investment, including the Balanced Draft project, at

San Juan Unit 1 of six (6) remaining years; (ii) $90 million of excess distribution reserves will

be transferred to San _Ivan Unit 1 and (iii) a reduction to depreciation rates on TEP's

distribution plant to offset the increase in depreciation expense for San Juan Unit 1. TEP will

file, with its testimony in support of the Agreement, schedules setting forth the applicable

depreciation and amortization rates, including those for San ]Ian Unit 1.

1 4 I

r

15 Q .

1 6

1 7

As compared to StamPs original position to support a net increase in base rates of $49.9

million, what are the major specific items Staff conceded in the Agreement in

agreeing to an $81.5 million increase?

1 8 A.

1 9
I

20

2 1

Of the major items Staff conceded were the inclusion of post-test year plant that was verified

in-service one year after the test year. In Staffs direct testimony, Staff limited the inclusion of

post-test year plant to 6 months. Staff determined that one year was a reasonable

compromise.

22

23

24

25

Additionally, Staff, in an effort to compromise, agreed to a return on common equity of 9.75

percent. Staffs position on remen on equity in direct testimony was 9.5 percent. The

Company, in its rebuttal testimony, reduced its return on equity request from 10.35 percent to

I I l NI Illlll I I I  -

I
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1

2

10.00 percent. In TEP's last rate case, the Commission granted TEP a 10 percent return on

equity. Staff conclude that 9.75 percent was a reasonable compromise.

3

4 Q. Please describe Section V.

5 A.

6

7

8
4

9

Section V sets forth additional conditions relating to SGS Unit 1. TEP has agreed to not

request rate base treatment of the purchase price paid for the 50.5 percent share of SGS Unit

1 until its next general rate case. The leasehold improvements associated with the 50.5

percent share of SGS 1 shall be updated in the OCRB at the Net Book Value as of December

31, 2016.

1 0

1 1 Q . P le a s e  d e s c rib e  S e c t io n  VI.

12 A. In an effort to address issues raised by some of the Signatories, the Company agrees to the

13 fo llowing :

1 4

15

1 6

17

TEP will write down the Net Book Value of its headquarters building by $5 million,

resulting in a $5 million reduction to the total Company OCRB within 30 days of the

issuance of a Ina] order in this proceeding. In return, the Signatories agree that they

will not seek alternative rate treatment or additional write-downs of the headquarters18

19

20

2 1

22

23

24

25

building in further rate proceedings.

Post-test year plant, in the amount of $49.6 million and post-test year renewable

generation plant of $4.8 million, that is verified and in-service as of June 30, 2016,

shall be included in the Company's OCRB.

Because this is a partial settlement, certain issues, such as class cost of service

allocations, rate design, the Buy Through and the Lost Fixed Cost Recovery

mechanism and net metering remained unresolved and will be litigated. The

I III l l

I all lllll_llllll

I
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l

2

Signatories will present their respective positions in Surrebuttad testimony and at the

heating scheduled in this matter.

3

I
! 4 Iv - PUBLIC INTEREST

5 Q. Mr. Abinah, is the Agreement in the public interest?

6 A. Yes, in Staffs opinion, the Agreement is fair, balanced, and in the public interest.

7

8 Q.

9

Would you summarize the reasons that led Staff to conclude that the Agreement is

fair, balanced, and in the public interest?

1 0 A.

1 1

1 2

13

This Agreement results in a settlement that addresses TEP's demonstrated needs; promotes

the convenience, cornfon and safety, and the preservation of health, of the employees and

patrons of TBP; resolves revenue requirement issues arising from this Docket; and avoids

additional litigation expense and delay relating to the revenue requirement.

1 4

1 5 Q. Please discuss how the Agreement is fair to the utility.

1 6 A.

1 7

The revenue recommended will provide TEP with adequate funds to provide reliable and safe

service, while at the same time ensuing the financial health of the Company.

1 8

1 9 Q. Mr. Abinah, what was Staffs goal when it agreed to be a Signatory to the Agreement?

20 A.

2 1

22

23

24

25

The primary goal of Staff in this matter, as in all rate proceedings before the Commission, is

to protect the public interest by recommending rates that are just, fair and reasonable for

both the ratepayers and the Company. Staff believes it has accomplished this by reviewing

the facts presented and making the appropriate recommendations to the Commission for its

consideration, which will balance the interests of the Company and the ratepayers, by

promoting the Commission's desire to ensure that the Company has the tools and Financial

I

1_1 I
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1

2

health to provide safe, adequate and reliable service, while complying with Commission

requirements at just and reasonable rates.

3

4 v .- POLICYCONSIDERATIONS

5 Q. What were the major policy considerations the Signatories had to deal with in this

6 Docket?

7 A.

8

9

10

11

12 a

13

14

15

16

17

18

TEP has proposed changes in net metering as well as mandatory three~part rates for new

distributed generation ("DG") customers. These issues were also proposed by TOP's

affiliate, UNS Electric, Inc. ("UNSE"). The Commission recency issued Decision No. 75697

("Dec;ision") that approved an application for a rate increase for UNSE. The Commission's

Decision ordered that the UNSE rate case be kept open for consideration of several issues in

"Phase 2" proceeding that will commence following the issuance of a Final Order in the

Commission's Investigation of Value and Cost of Distributed Generation, Docket No. E-

00000/-14-0023 ("Value of DG Docket"). Those issues that remain for Phase 2 of UNSE,

include, but are not limited to, net metering. Because of the similarity in issues, the Company

f iled a motion to modify the scope of the hearing in this docket, consistent with the

Commission's decision in UNSE. Staff supported the motion. On August 22, 2016, a

procedural order was issued which granted the Company's motion.

19

20 Q. Is there anything else you would like to add regarding the Agreement?

21 A.

22

23

I would like to reiterate that the settlement discussions were transparent, candid, professional

and open to all parties in this docket. A11 Signatories were allowed to oped express their

views and opinions on all issues. I believe the Settlement Agreement is in the public interest.

24

25 Q. Does this conclude your direct testimony?

26 A. Yes, it does.

I
l W ll
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7 EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET no. E-01933A-15-0.22

My testimony addresses Tucson Electric Power Company's proposed changes to its Rules
and Regulations.

4
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1 INTRODUCTION

2 Q. Please state your name and business address.

3 A.

4

My name is Candrea Allen. My business address is 1200 West Washington Street, Phoenix,

Arizona 85007.

5

6 Q. By whom are you employed and in what capacity?

7 A.

8

9

I am employed by the Arizona Corporation Commission ("Commission") in the Utilities

Division ("Staff") as a Public Utilities Analyst. I provide recommendations on various utility

applications to the Commission. I have been employed by the Commission since 2006.

10

11 Q.

12

As part of your responsibilities were you assigned to review matters contained in this

Docket?

13 A. Yes.

14

15 Q.

16 A.

17

What is the scope of your testimony in this case?

My testimony will be limited to Staffs positions and recommendations relating to Tucson

Electric Power Company ("TOP" "Compa.ny") proposed changes to its Rules ando r

18 Regula tions .

19

20 DIRECT TESTIMONY

21 Q. Will you be addressing all of the changes TEP has proposed in this rate case?

22 A.

23

No. Many of TEP's proposed changes are non-substantive and merely cladicadons to the

currentRules andRegulations. Staff supports theseproposedchanges.

24

amu ll
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1

2

3

I will only be addressing what Staff believes to be the substantive changes proposed by TOP

included in the Direct Testimony of Craig Jones and Denise Smith. Staffs recommendations

are discussed below, by section of the Rules and Regulations.

4

5 Section 3 - Estab/zkbmenf offervice

6 Q- What changes are being proposed to Section 3 of TEP's Rules and Regulations?

7 A.

8

TEP is proposing to delete language regarding customer deposits from Section 3.B.1.a which

currently reads:

9
10
11
12
13

The Applicant has had service of a comparable nature with the Company
within the past two (2) years and was not delinquent in payment more than
twice during the last twelve (12) consecutive months of service or was not
disconnected for nonpayment [Emphasis added.]

14

15 TEP is proposingto remove the words more than from the sentence.

16

17 Q. Does Staff agree with TEP's proposed revision?

18 A.

19

20

21

No. The current language in Subsection 3.B.1.a. of TEP's Rules and Regulations is the

precise language from Arizona Administrative Code ("A.A.C.") R14~2-203.B.1.a. Staff

believes that removing the words more than from TOP's current language would be

inconsistent with A.A.C. R14-2-203.B.1.a. Therefore,Staff does not recommend approval of

22 TOP's proposed revision to Section 3.

23

24 Section 4 .-. Minimum Customer Iry%r7nationRfguirefzzenzif

25 Q. What changes are being made to Section 4 of TEP's Rules and Regdations?

26 A.

27

TEP is proposing to add language that would allow the Company to charge its customers

when a customer requests consumption history and/or interval data history. The proposed

I
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1

2

Consumption History Request and Interval History Request charge is also reflected in TOP's

Statement of Charges at $65.00 per hour of customer support

3

4 Q. What are StamPs recommendations regarding the proposed changes to Section 4?

5 A.

6

7

8

9

10

The Direct Testimony of Craig Jones indicates that the proposed charge only applies should a

customer request this information more than once in a 12-month period. Staff believes, that

for claiilication, the proposed language should specify that for a customer requesting

consumption history, the charge would apply only when the request is made more than once

in a 12-month period. For a customer requesting interval history the charge would be for

each request made. Staff recommends inserting the following sentence to Section 4.A.6.:

1 1

12
13
14

This charge will apply for each interval history request made or when
Customers request their consumption history more than once in a 12-month
period

15

16

17

18

19

Staff notes that this language is the same language that UNS Electric, Inc. included in its

Rules and Regulations (Docket No. E_04204A-15-0142). Staff believes this language adds

clarity to this section. The Statement of Charges should also reflect Staffs recommendation,

as a footnote.

20

21

22

23

24

25

26

In addition, Staff notes that the Direct Testimony of Staff Consultant Howard Solgainick yvwill

be addressing the proposed consumption history/interval data history charge as part of

Statement of Charges in rate design testimony scheduled to be Bled on June 24, 2016. Any

recommendations included in the testimony of Mr. Solganick regarding the proposed

consumption history/interval data history charge that may impact the language included in

the Rules and Regulations should also be incorporated.

I
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1 .feftion 70-Meter Reading

2 Q. What changes are being made to Section 10 of TEP's Rules and Regulations?

3 A.

4

5

6

TOP is proposing to add Automated Meter Opt-Out language that would allow customers to

request meters that do not transmit data wirelessly. REP would charge a Special Meter

Reading Fee and Automated Meter Opt-Out Set-Up Fee for those customers as specified in

its Statement of Charges.

7

8 Q . What are SeEs recommendations regarding the proposed changes to Section 10?

9 A.

1 0

1 1

12

13

14

For those customers who choose to not have an automated meter installed or wish to replace

an automated meter with a non-transmitting meter, the Special Meter Reading Fee (which

would apply to customer self -reads) would be a monthly recurring charge of  $26.00.

Therefore, Staff recommends that TOP clarify that customers will only be subject to the

Special Meter Reading Fee on a monthly basis should they request to replace an automated

meter with a non-nans@ meter or continue the use of a non-nansM meter.

15

16

17

18

19

20

Staff also recommends that TEP daffy that the proposed Automated Meter Opt-Out Set-Up

Fee of $187.00 will My apply to those customers who request the removal of an automated

meter. If  a customer currently has a non-mans@tdng meter, the customer would not be

subject to the proposed Automated Meter Opt-Out Set-Up Fee. Staff recommends the

sHowing be added to Section 10.H.:

21

22
23
24
25
26
27
28

For Customers who choose to not have an automated meter installed or wish
to replace an automated meter with a non-transmitting meter, the Special
Meter Reading Fee set forth in Fee No. 3 in the TEP Statement of Charges
will be a monthly recurring charge. The Automated Meter Opt-Out Set-Up
Fee set forth as Fee No. 8 in the TEP Statement of Charges will only apply
to those Customers who request the removal of an automated meter.

l lulls



* I r

Direct Testimony of Candrea Allen
Docket No. E_01933A_15-0_22
Page 5

1

2

3

4

Staff notes that this language is similar to the UNS Electric, Inc. language included in its

Roles and Regulations (Docket No. E_04204A_15-0142). Staff believes this language adds

clarity to this section. The Statement of Charges should also reflect Staffs recommendation,

as a footnote.

5

6

7

8

9

10

11

12

Staff notes that the Dated Testimony of Staff Consultant Howard Solganick will be

addressing the amount of the proposed Special Meter Reading Fee and Automated Meter

Opt-Out Set-Up Fee as part of Statement of Charges in rate design testimony scheduled to be

Filed I 1 June 24, 2016. Any recommendations included in the upcoming testimony of Mr.

Solganick regarding the proposed Special Meter Reading Fee and Automated Meter Opt-Out

Set-Up Fee that may impact the language included in the Rules and Regulations should also

be incorporated.

13

14 Section 77-Bi/514; and Co//enion

15 Q. What changes are being made to Section 11 of TEP's Rules and Regulations?

16 A. TEP is proposing the following changes to Section 11 that Staff believes need to be clarified.

17

18

19

20

1) TEP is proposing to modify Subsection 11.1.6. Staff does not oppose the proposed

change. However, Staff recommend& that TEP add "listed in the Statement of Charges" to

the end of the sentence to read:

2 1

2 2
23
2 4

A deferred payment agreement does not relieve the unpaid balance &om
being assessed a monthly late charge, in accordance with the current late
payment fee percentage rate listed in the Statement of Charges as Fee No. 15.

25

l Lu
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1

2

3

Staff notes that the language in dais Subsection is similar to the UNS Electric, Inc. language

included in its Rules and Regulations (Docket No. E-04204A-15-0142). Staff believes tllis

language adds clarity to this section.

4

5

6

7

2) TEP is proposing to modify Subsection 11.L.2 by replacing the word "incurred" to

"assessed". Staff does not oppose the proposed change. However, for dariiication purposes,

Staff recommends that TEP add "by the Company or its Agent" to the end of the sentence to

8 read:

9

10

11

12

If a collection agency referral is warranted for collection of unpaid Final bills,
Customer will be responsible for associated collection agency fees assessed
by the Company or its Agent.

1 3

1 4

1 5

1 6

Staff notes that the language in calais Subsection is the same as the language that UNS Electric,

Inc. included in its Rules and Regulations (Docket No. E-04204A-15-0142). Staff believes

this language adds clarity to this section.

1 7

1 8 .$`ea'ion 12-Tenvzination ¢f .$lervice

1 9 Q . What changes are being made to Section 12 of the Rules and Regulations?

20 A. In the direct testimony of Denise Smith, TEP proposes to add Subsection 12.H which reads:

21
22
23
24
25
26
27
28
29

In the event a Customer provides the Company with documentation
certifying that the Customer depends on electricity to power a life-sustaining
medical device or if a Customer's medical condition warrants continuous
electrical service and the Customer accumulates debt equivalent to a three (3)
month bill, in lieu of disconnection of service, the Company may limit the
amount of current flowing into the premises to operate medical devices and
basic appliances, such as reidgeration, water supply, lighting and small
motors in the heating system.

30
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i

1

2

3

4

5

However, in response to Staffs data request, TEP has indicated that it intends to vldthdraw

Subsection 12.H in the Co1:npany's rebuttal testimony to be Filed Judy 25, 2016. Staff notes

that in the UNSE rate case, UNSE also chose to ultimately withdraw this language from its

Rules and Regulations. Staff woad have no objection to the withdrawal of this proposed

language from TEP's Rules and Regulations.

6

7 SUMMARY OF RECOMMENDATIONS

8 Q. Please summarize StamPs recommendations.

9 A. Staff makes the following recommendations:

10

11

12

13

TOP revise the language in Subsection 4.A.6. to clarify that the consumption

history/interval data history charge only applies if a customer requests the

information more than once in a 12-month period. The Statement of Charges should

14 also reflect Staffs recommendation.

15

16

17

18
a

19

20

21

22

23

REP revise the proposed language in Subsection 10.H to: a) specify that customers

will be subject to the Special Meter Reading Fee on a monthly basis when they request

to continue to use a non-transmitting meter or replace an automated meter with

non-transmitting meter; and b) clarify that the Automated Meter Opt-Out Set-Up Fee

will only apply to those customers who currently have an automated meter but

request that the automated meter be removed and replaced by a non-transmitting

meter. Customers who currently have a non-&ans@ meter would not be subject

to the proposed Automated Meter Opt-Out Set-Up Fee. The Statement of Charges

should also reflect Staffs recommendations.24

25

26 TEP add "listed in the Statement of Charges as Fee No. 15." to the end of

27 Subsection 11.1.6.
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1 TEP add "by the Company or its Agent." to the end of Subsection 11.L.2

2

3 Q. Does this conclude your direct testimony?

4 A. Yes, it does.
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0239 AND E-01933A-15-0322

My surrebuttal testimony addresses the rebuttal testimony of Tucson Electric Power
Colnpany's witness Denise Smith regarding the Company's proposed changes to its Rules and
Regulations.
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1 INTRODUCTION

2 Q . .Please state your name and business address.

3 A.

4

My name is Candrea Allen. My business address is 1200 West Washington Street, Phoenix,

Arizona 85007.

5

6 Q . By whom are you employed and in what capacity?

7 A.

8

I am employed by the Arizona Corporation Commission ("Commission") in the Util ities

Division ("Staff") as a Public Utilities Analyst.

9

1 0 Q . Have you previously filed testimony in this docket?

1 1 A.

1 2

Yes. I Bled direct testimony regarding the proposed changes to Tucson Electric Power

Company's ("TEP" or "Company") Rules and Regulations.

13

1 4 Q- What is the scope of your surrebuttal testimony in this case?

1 5 A.

1 6

My surrebuttal testimony addresses the rebuttal testimony of TEP witness Denise Smith

regarding the Company's Rules and Regulations.

1 7

1 8 SURREBUTTAL TESTIMONY

1 9 Section 77 - Bi/8113 and Collection

20 Q . What change is TEP proposing to Section 11 - Billing and Collection of its Rules and

2 1

22

23

24

Regulations?

A . TOP is proposing to revise the language added as Subsection 11.F.3.e. This item was

not addressed in Staffs direct testimony because Staff did not feel that the proposed language

was substantive and had no concerns with its inclusion in TEP's Rules and Regulations.

25

\
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1 Q.

2 A.

What does the current language in Subsection 11.F.3.e currently read?

Currently, the proposed language added as Subsection 11.F.3.e. reads:

3

4 When a Customer signs up for services in error at the wrong premise.

5

6 Q.

7 A.

8

What is the revised language TEP is proposing?

In the rebuttal testimony of TEP witness Denise Smith, she indicates that TEP is revising

proposed language added submitted as Subsection 11.F.3.e to read:

9

1 0
11
12

When a Customer signs up for service in error at the wrong premises or
requests disconnection in error at the wrong premises, corrected charges for
under billings shall go back to the date of the error.

13

14 Q.

15 A.

16

Does Staff agree v\n'th TEP's revised proposed language to Subsection 11.F.3.e.?

Yes. Staff agrees with the inclusion ofthe additional language. However, Staff recommends

modifications to the proposed language.

17

18 Q. What is Staffs recommendation regarding TEP's proposed revision to Subsection

19 11.F.3.e .?

20 A.

21

Staff recommends that additional language be added to include instances of over-billing under

the circumstances described. Therefore, Staff recommends the following language:

22

23
2 4
25
26

When a Customer signs up for service in error at the wrong premises or
requests disconnection in error at the wrong premises, corrected charges for
under-billings and/or credits for over-bilbbigs shall go back to the date of
the error.[Emphasis added]

27

28 Q. Does this conclude your surrebuttal testimony?

29 A. Yes, it does.
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0322 AND E-01933A-15-02.39

Staffs testimony contains analysis and recommendations regarding Tucson Electric Power
Company's ("TEP") request for the implementation of an optional Prepay Metering Program and its
request for the elimination of certain compliance requirements.

Regarding TEP's proposed Prepay Metering Program, the Arizona Corporation Commission
Utilities Division ("StafF') recommends the following:

The Program be approved as a Pilot Program for at least twenty-four months.
The Program exclude customers relying on an electri device for medical survival.
The Program not be included in TEP's Energy Eficriency portfolio.
TEP receive a waiver from providing a written disconnect notice as required under
the Arizona Administrative Code ("A.A.C.") § R14-2-211(D) for the purposes of this
Program.
TEP Lifeline customers be allowed to participate in the Program.
TEP modify its Prepay Service Agreement in accordance with Staffs
recommendations and file it with Staff for analysis, review and approval prior to the
implementation of the Program.
The rates and charges may need to be revised, pending Staff review.

Regarding TEP's request to be relieved of certain compliance requirements, Staff
recommends the following:

The follovvwing Retail Electric Competition Rules be suspended until further order of
the Commission:
o Systems Benefit Charge Filjng (R14-2-1608 (A))
o Annual Electric Competition Filing (Rl4-2-1613 (A) and (B))
o Annual Consumer Information Label (R14-2-1617 (A), (C), (D) and (G))
o Annual Disclosure Report (R14-2-1617 (G) and (E))

TEP continue to file an Annual Update to its Electric Load Curtailment Plan as
required by Decision No. 66034.

'REP be relieved of the requirement that it file a report every (5) Eve years listing
potential improvements to Springerville Units 1 and 2 that reduce emissions and
costs associated with the improvements as ordered by Decision No. 65347, dated
November 1, 2002.

TOP be relieved of the requirement that it File an Annual Cost Containment Report
required initially by Decision No. 59594.
TEP continue to File an Annual Estimated First or Final Bill Report as required by
Decision No. 64180.



l |

TBP be relieved of the requirement that it File a Full Decoupling Report 'm
connection with its Lost Fixed Cost Recovery ("LFCR") annual adjustment as
required by Decision No. 73912.

=8/

TOP be relieved of the requirement that it File an Annual Letter of TEP's Code of
Conduct as required by Decision No. 62767.

'REP be relieved of the requirement that it File an Annual Summer Preparedness
Report for the Cyprus Sierrita substation Certificate of Environmental Compatibility
("CEC") as required by Decision No. 69680.

'REP be relieved of the requirement that it File an Annual Sign Replacement Report
for the Cyprus Sierrita substation CEC as required by Decision No. 69680.

UNS Electric continue to File an Annual Self-Certification Letter identifying
progress made with the conditions set out in the CEC for the Vail substation to the
Valencia substation as required by Decision No. 71282.

TOP be relieved of the requirement that it File an Annual Self-Certification Letter
identifying which conditions have been met in the CEC authorizing construction of
a double circuit, 345 kV UansMssion line running from TEP's South 345 kV
Substation to a proposed TEP Gateway Substation in Nogales, Arizona in Santa
Cruz County with a 115 kV interconnection to the 115 kV Valencia Substation and
345 kV line to the international border as required by Decision No. 64536.

TEP be relieved of the requirement to develop a data base of existing renewable
energy resources witlain its service area within six months from the effective date
(June 1, 1994) of Decision No. 58643, revise it annually and submit to Staff each year
as part of the historical data filings required under Integrated Resource Planning
rules (R14~2-703 (A) and (B)).
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4 o r

5

My name is Matt Connolly. I am an Executive Consdtant II employed by the Arizona

Corporation Commission ("ACC" "Commission") in the Utilities Division ("StafF'). My

business address is 1200WestWashington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as an Executive Consultant II.

8 A.

9

I provide information, analysis and support to Staff on utility-related filings, applications and

a variety of other utility-related matters.

1 0

1 1 Q. Please describe your educational background and professional experience.

12 A. I received a Bachelor of Arts Degree in History from Westminster College in Fulton,

3.
13 Mis souri.

1 4

15

16

1 7 O11

18

1 9

20

2 1

Since joining the Commission in ]ume of 2014, I have participated in numerous cases and

regulatory proceedings involving electric, gas, water, and telecommunication utilities. I have

testified matters involving telecommunications applications for Certif icates of

Convenience and Necessity and a Rulemaking. Additionally, I have attended utility-related

seminars sponsored by the National Association of Regulatory Utility Commissioners

("NARUC") and the National Regulatory Research Institute ("NRRI") on a variety of utility

regulation matters.

22

23 Q-

24

As part of your employment responsibilities, were you assigned to review matters

contained in Docket No. E-01933A-15-0322?

25 A. Yes.

26
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3

1 Q.

2 A.

3

4

5

What is the scope of your testimony in this case?

I am presenting Staffs analysis and recommendations in response to Tucson Electric Power

Company's ("'I'EP") request for the implementation of an optional Prepay Metering Program

("Program"). I am also presenting Staffs analyst and recommendations in response to

TEP's request to be relieved of a number of compliance items.

6

7

8

THE COMPANY REQUESTED PREPAY PROGRAM

Please describe TEP's proposed Prepay Program.•

9 A.

10

11

12

13

14

15

16

17

TEP is proposing to offer an optional Prepay Metering Program as a permanent service

offering for customers who want to pay in advance for their deemed service. As described

in the Bled testimony of TEP's witness, Ms. Denise Smith, the TEP Program vvwill be available

to all residential customers as a stand-alone tariff except for those who are dependent upon

electrical devices for health-related reasons. It proposes to offer the benefits of waivers of ea `

serv ice security deposit and reconnection/disconnection Held serv ice charges; no late

payment fees for non-payment; access to daily energy use information in order to understand

and control energy usage; STEP-provided energy efficiency tips and educational materials, and

access to customizable low balance alerts to aid in the assistance of energy use management

18 and payment scheduling.

19

20

21

22

23

24

'REP states in the testimony of Mr. Craig Jones, the Prepay rate is a blended per kph rate that

is based on the weighted average Of the two energy rate tiers for the Residential Electric

Service Tariff (R-01). The Erst rate of $0.064000 will be assessed for the Erst twenty (20)

kph per day both in summer and winter and a second rate of $0.079000 will be applied to

kph over 20.1 The Program will also have a $20 monthly basic service charge plus a $2 fee to

Q

1 In response to Staff DRs STF 17.30 and 17.31, TEP explains that the second Prepay tier was created as residential customers who use
over 600 kph per month on the Program would have a lower monthly bill if just a single Prepay tier were in place. The TEP
Residential R-01 tariff indicates an energy rate of $0.079100 for over 500 kWh per month.
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1

2

3

4

5

6

7

cover the cost of the new cellular system required by the meter to facilitate on demand

disconnection and reconnection, a $1 fee for the partial recovery of the cost of the required

customer premise meter and a $2 fee for the cost of upgrading the data management system

and billing interface required to provide the Prepay service. A total charge of $25.00 divided

by a think day period results in an approximate per day service charge of $0.84. According to

the. proposed Prepay Service Agreement and in response to Staff DR STF 17.53, a customer

will be required to pay at least $20.00 to establish a Program balance.

8

9

10

11

12

;
» 13

14

15

16

17

18

In addition, TOP proposes to adopt the follovvliing customer protections: TEP will provide all

Program customers a Prepay Service Agreement and Welcome Packet that includes

information about energy efficiency opportunities; will not enroll any customer who has not

acknowledged they have read the Prepay Service Agreements; vvwill not enroll in Prepay any

customers who have significant medical issues or require the assistance of electrically powered

medical devices; will deliver low balance/disconnect alerts via phone, text or email; will only

disconnect a customer after a four (4) hour grace period following a disconnect De ; will not

disconnect a customer during an extreme weather event or during non-business hours; and

will document disconnections and provide documentation of disconnection history to

limited-income customers to support bill assistance applications.

19

20 'REP will also include in the Program a 75/25 payment option which will enable a Prepay

21 customer the opportunity to pay off an outstanding balance. For customers who select this

22 option, 75 percent of their payment will be applied to their prepaid energy balance and 25

/

2 In response to Staff DR STF 17.21, TEP indicated that acknowledgement will occur consistent with the selected enrollment channel.
Customers enrolling via the web-based access will be prompted to select and click an acknowledgment prompt after being presented
vldth an electronic copy of the turns and conditions. Customers enrolling over the telephone will be read an abridged version of the
terms and conditions and asked for a verbal acknowledgement which will be documented by the customer service representative. In all
cases a customer will receive a mailed copy delivered to thdr service address.
5 In response to Staff DR STF 17.52, TEP indicates the Company is in the bid process for a payment solutions vendor and anticipates
most payment options to be posted within 30 minutes of receipt.
4 In response to Staff DR STF 17.24, TEP defines an extreme weather event as a day when the high temperature is expected to hit 110
degrees or, in cold climates, not to exceed 32 degrees.
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x

1

2

3

4

5

6

percent will be applied to the reduction of the outstanding balance. For example, as

described in the response to Data Request ("DR") STF 17.18, a customer who has an average

$2.50 daily energy use will be required to pay an additional $0.83 daily which would be applied

toward the outstanding balance. Any customer who has an outstanding balance and who

wishes to select the Program will either have to enroll in tduis option or pay off their

outstanding balance in full before they can be admitted to the Program.

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

As described in response to Staff DR STP 17.34, in order for a customer to participate in the

Program, TOP must install a special meter with 2-way communication capability that induces

the ability for remote disconnect and reconnect.5 TEP also plans to enhance and upgrade the

interface between its Meter Data Management ("MDM") hub and its Customer Care and

Billing ("CC&B") system in order to provide customers with daily energy usage and account

balance data. In response to DR STF 17.19, 'REP stated that several of the upgrades required

for the MDM system are slated for completion in late first quarter of 2017. Customizations

of the CC&B system unique to the Program will only take place upon Commission approval

of the Program which will take approximately twelve (12) months to complete. TOP also

plans to introduce a new mobile application to allow customers to manage payments, receive

outage notifications and view past and present usage. However, as described in the response

to Staff DR STF 17.20, a customer without a smartphone will, in the alternative, be able to

make prepayments and access information via TEP's online account manager or via

telephonic Interactive Voice Response ("IVY") or at a participating retail location (the latter

subject to a transaction fee) .

23

5 In response to Staff DR STF 17.33, if the customer resides in a single unit of a multi-unit dwelling serviced by a single meter, the
customer would not be eligible for the Program.
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1 Q. TEP is proposing to. offer its Program as a permanent service offering. Does Staff

2

3 A.

4

5 seasons.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

agree with this decision?

No. Staff believes the Program should be offered as a Pilot. TEP is proposing a third-party

evaluation of the Program not less than 24 months after (i) the launch of customer

enrollment, and (ii) two successive "high bill" In response to Staff DR STF 17.26,

TEP will use the following criteria to judge the success of the Program when filtered for the

impacts of disconnection and participation in other Energy Efficiency ("EE") programs:

does the program result in a customer reduction of energy consumption; are participating

customers satisfied with their experience and whether customers report a feeling of

empowerment and in control of their energy usage and spending when assessed against other

customers not in the Program. While Staff has no issues with the proposed criteria, Staff is

of the opinion that measurement using these criteria would be better served to discover the

value and interest in the program before it becomes permanent. Additionally, in response to

Staff DR STF 17.37, TEP is projecting up to 20 percent of its customers may elect to

participate in the Program and is a "poplar option for many customers with satisfaction

typically very high." However, as TOP admits it is relying on the experience of other utilities,

introducing its own Program as a pilot will provide the opportunity to validate these

assumptions. Finally, while the rates and charges for this Program are based on calculations

derived from the TOP Residential R-01 offering, they are not derived &om the actual

experience for a TEP Prepay program. Twenty-four months of Pilot time will serve to help

ground rates and charges in reality and, as this is not an option TEP is considering now with

the Program, perhaps help 'REP to broaden the availability of the Program to such other

options as Time of Use customers.

24
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1 Q.

2

Does Staff believe it is appropriate to exclude customers from the Program who are

dependent upon electrical devices for health-related reasons?

3 A.

4

5

6

Yes. TEP stated in its response to DR STF 17.16 that it lacks the medical expertise to

evaluate on a case-by-case basis the appropriateness of the Program for customers in this

situation. Staff believes a customer relying on an electrical device for medical survival should

not be subject to possible disconnect due to a zero bank balance.

7

8 Q.

9

10

TEP has indicated it will be including the Program as part of its portfolio of EE

programs to encourage customer energy conservation and count the Program towards

meeting the EE Standard. Does Staff believe such inclusion is appropriate?

11 A.

12

1 3

No. In response to Staff DataRequest STF 17.145, TOP states thatprepay programs inother

jurisdictions have demonstrated reduction in energy consumption by participants such as Salt

River Project's M-Power program which recorded a 12 percent effect and Arizona Public

1 4 saw a

1 5

16

1 7

18

19 customers."

20

Service's prepay pilot program which 7.16 percent energy savings. Staff is not

convinced any program that is designed to cut off power due to the custolner's inability to

pay is in accordance with the Arizona Administrative Code ("AA.C.") § R14-2-2401(17)

definition ogEE which means '.'the production or delivery of an equivalent level and quality

of end-use electric service using less energy, or the conservation of energy by end-use

While TEP has indicated it will provide EE tips and a Welcome Packet with

educational information about EE opportunities, this does not mean that a customer will

21 implement any of the  provided ideas .

22

23

24

25

26

Furtiher, the Program is simply a billing option. Any reduction in energy use is an ancillary

result and entirely in question at this time. Additionally, a Demand Side Management

("DSM") program must be shown to be cost effective and costs associated with a DSM

program can be collected through the Demand Side Management Adjustment Charge



Q

Direct Rate Design Testimony of Matt Connolly
Docket Nos. E-01933A-15-0322 et al.
Page 7

J

1

2

("DSMAC"). This Program has not been shown to be cost effective and TEP is planning to

collect the costs for this proposed Program &om those customers who participate in the

3 Program.

4

5 Q.

6

TEP is requesting a waiver from A.C.C. R14-2-211 as part of its Program. Does Staff

believe such a request is appropriate?

7 A.

8

9

10

1 1

12

13

14

15

16

Yes. R14-2-211 rules address Termination of Service. Speciiicdly, TEP is requesting that a

Prepay customer not received written disconnect notice as required under R14-2-211lD).

TEP is requesting that in lieu of a written notice, customers would receive a No Credit

Disconnect alert via their choice of comm caNons (phone, email or text) no less than four

hours before the actual disconnection. Designed as such, TEP's proposed Program will

function in "real time". R14-2-211(E) (1) requires a written notice to be given to the customer

at least Ive days in advance of termination. Clearly, this is not functional under the proposed

Program. As TEP is not requesting to eliminate customer notices but simply to replace them

with a notice type more in line with the technological tools proposed for this Program, Staff

recommends the ComMission grant TEP's waiver request in this instance.

17

18 Q.

19

20

21 A.

In response to Staff DR STF 17.38, TEP provided a copy of its proposed Prepay

Service Agreement ("Agreement"). After review of this document, does Staff have any

requested Ch2l0g€s?

Yes. Staff believes the following modjiications to the Agreement should bemade by TOP for

22 the following section numbers:

23

24 9. Eliminate this section. Staff believes TEP should allow Lifeline customers to

25 participate in its Program.

26
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1 13.

2

3

TEP indicates in testimony that it will deliver balance alerts to customers at customer-

seleded thresholds and a daily alert when a refunded energy balance falls to $19 and

below. This information should be added to this section to help clarify when an alert

4 will be delivered.

5

6 20.

7

Eliminate this section. A Prepay account closed to nonpayment is an account with no

balance of funds. Therefore, there will be no outstanding balance.

8

9

10

11

12

Factoring in Staffs suggested changes to the Agreement, along with a number of typos and

grammatical errors in the proposed Agreement, Staff requests that prior to the

'implementation of the Program, TEP submit its Agreement to Staff for final analysis, review

and approval.

13

14 Q.

15

16

In Section 3 of the Agreement, TEP indicates that to "activate a Prepay account, the

customer must pay a required nonrefundable Service Establishment Fee". Does Staff

believe this is appropriate?

17 A. Not at this time. Staff is concerned the "required nonrefundable ServiceEstablishment Fee"

18

19

20

may be a possible substitute for a service security deposit. Staff also notes there is no value

assigned to tibia fee, it does not appear to be listed in the proposed Tariff nor is there any cost

explanation for why this fee would be assessed on Prepay customers.

21
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1 Q.

2

3

4

5 A.

6

7

While the initial testimony of Ms. Dem'se Smith stated "The Prepay tariff is a stand-

alone tariff exclusive of certain other pricing options", TEP has indicated to Staff that

it would be willing to create a Prepay tariff that would include Lifeline customers by

dividing the Lifeline rate by (30) thirty days. Does Staff agree with this proposal?

Yes. Prepay programs across all industries are often selected by low-income end users as a

convenient way to avoid security deposits. REP customers receiving a Lifeline credit should

have the opportunity to use the Program without having to move off the Lifeline program.

8

9 Q. Is Staff in agreement with the rates and charges included in TEP's proposed Prepay

10

11 A.

12

No. Staff cannot support the proposed rates and charges at this time. Staff is still reviewing

the rates and charges and reserves the right to address them in surrebuttal testimony.

1 3

14 Q.

15

16

17

TEP has indicated in its response to Staff DR STF 17.20 that it has requested, in this

Rate Case, the "partial socialization of credit and convenience fees to achieve a $1 per

transaction fee for the payments rate for credit card transactions and the convenience

of local retail channels." Does Staff agree with this effort in regards to its effect on

18

19 A.

20

21

22

23

24

Prepay customers?

No. Staffs response to the socialization request is clearly spelled out on pages 33 and 34 of

the Redacted Direct Testimony of Donna H. Mullinaix, Filed June 3, 2016. However, as a

$3.50 per uansacdon fee can be excessive and a burden on a Prepay customer, Staff believes

TOP should clearly indicate in its Prepay Service Agreement that a customer could be subject

to an additional per payment fee of up to whatever the highest convenience fee is in place.

The Agreement should be periodically updated to reflect this amount as it, or if it, changes.

25

tariff?
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1 COMPANY REQUESTED COMPLIANCE ITEMS TO BE ELIMINATED

2 Q.

3

TEP has requested to be relieved of compliance with certain Retail Electric

Competition Rules. Does Staff believe TEP should be granted this request?

4 Yes. TEP has requested to be relieved of compliance with the following Retail Electric

5 Competition Rules:

6

7 •

8 •

9 •

10 •

Systems Benefit Charge Filing (R14-2-1608 (A>>

Annual Electric Competition Filing (R14~2-1613 (A) and (8)>

Annual Consumer Information Label (R14~2-1617 (A), ac), ID) and (G))

Annual Disclosure Report (R14-2-1617 (G) and (lb))

11

12

13

14

TEP based its request on the fact that these rules are not relevant as there is no electric

competition in Arizona at this time and significant portions of the ACC Retail Electric

Competition Rules were vacated by the "Phelps Dodge dec:ision":6

15

16

17

Staff recommends that the requirements for the Filings listed above be suspended for TEP

until further order of the Commission.

18

19 Q.

20

TEP has requested to be relieved of the requirement that it File an Annual Update to

its Electric Load Curtailment Plan as required by Decision No. 66034, dated ]aLly 3,

21 2003. Does Staff believe TEP should be granted this request?

22

23

24

25

No. TEP states this Being should not be necessary unless the Plan is being modified. An

Electric Load Curtailment Plan is set in place by Commission Rude R14-2-208(E) in order for

the Commission to stay informed of an electric utility's procedures for handling severe supply

shortages or service curtailments in the event of an emergency. While Staff has no reason to

A.

A.

'Phelps Dodge Corp v. Arizona Electric Power Cooperative,No. 1 CA-CV 01-0068, 2004 WL 117253 (Ariz. Ct, App. 27,
2004)
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1

2

3

doubt that TEP, as it indicated to Staff; woad File an update in the event of a change to its

Plan, SMf is of the opinion that the Commission should always be in a position to be able to

refer to the latest information in the event of an emergency, even if that information has not

4 recently changed significantly.

5

6

7

8

9

10

However, during its analysis of this TEP request, Staff noted that TEP was Blind an annual

report indicating that no curtailnuents had occurred in the previous year. In Decision No.

66034, TOP was ordered to File a detailed curtailment report the next business day after a

curtailment had occurred and not annual. Once Staff brought this to the attention of TOP,

TEP indicated it would discontinue such annual Filings. Staff believes this is appropriate.

11

12 Q.

13

14

15

TEP has requested to be relieved of the requirement that it file a report every (5) five

years listing potential improvements to Springerville Unit 4 that reduce emissions and

costs associated vsn'th the improvements as ordered by Decision No. 65347, dated

November 1, 2002. Does Staff believe TEP should be granted this request?

16 A.

17

18

19

20

21

22

23

24

25

26

TEP stated calais Bling should not be necessary as Unit 4 is an unregulated, non-jurisdictional

asset. Staffs analysis revealed that in Decision No. 65347, at Finding of Fact No. 66, the

requirement described was for Units 1 and 2, not 4. In response to a Staff Data Request,

'REP stated the request for elimination of this report should have been for Units 1 and 2.

Staff then queried 'I`EP as to whether or not the reason stated in the original request

remained the same or if that reason had changed. TEP responded that "Since the adoption

of Decision No. 65347 (November 1, 2002), there has been substantial activity at the federal

level regarding various emission standards, including the adoption of the Clean Power Plan.

As a result, there is increased scrutiny of coal-fired power plant emissions at the federal level.

Preparing the report is a costly endeavor". In addition, TEP now has an Environmental

Compliance Adjustor through which for the Commission can track and review certain
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1

2

environmental compliance investments by TEP each year. Staff agrees that the requirement

to File a report every Eve years, pursuant to Decision No. 65347, is no longer needed.

3

4 Q.

5

6

TEP has requested to be relieved of the requirement that it file an Annual Cost

Containment Report required initially by Decision No. 59594, dated March 29, 1996.

Does Staff believe TEP should be granted this request?

7 A. Yes. 'REP states the prudence of REP costs is reviewed by the Commission in rate cases.

8 Since TEP has had some rate cases since Decision No. 59594, the Annual Cost Containment

9 Report is no longer needed.

10

11 Q.

12

13

TEP has requested to be relieved of the requirement that it File an Annual Estimated

First or Final Bill Report as required by Decision No. 64180, dated October 30, 2001.

Does StaffbelieveTEP should be granted this request?
K

14 A.

15

16

17

18

19

No. TEP states that this compliance requirement involves tracking a waiver of A.A.C. R14-2-

210 which has been in place for years without incident and has been reported as part of the

Commission's Electric Competition Rules reporting requirements. In Decision No. 64180,

TOP was granted a waiver from A.A.C. R14-2-210-(A) (5) (b) and (c) which, respectively, state

that a utility or billing entity may not render a bill based on estimated usage if the bill would

be the customer's first or final bill for service or the customer is a direct-access customer

20

21

22

23

1:eq1Ji1:i11g load data. Contingent on receiving these waivers, TOP was ordered to file an

Annual Estimated First or Final Bill Report indicating the number of customers who received

a bill based on estimated reads of this nature along with the reason why an actual read could

not be obtained. Staff believes TOP wants to keep these waivers so, as a resit, does not

24 recommend granting this TEP request

25
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1 Q.

2

3

4

TEP has requested to be relieved of the requirement that it tile a Full Decoupling

Report in connection with its Lost Fixed Cost Recovery ("LFCR") annual adjustment

as required by Decision No. 73912, dated ]ume 27, 2013. Does Staff believe TEP

should be granted this request?

5 A.

6

7

8

9

10

TEP states that the Commission has approved a partial decoupling mechanism for TEP (the

LFCR), should consider information related to full decoupling and other rate design issues in

a rate case at which time TEP can then provide the information, and the current requirement

is unnecessary and increases workload for TEP. Staff is generally in support of this request.

If TEP has no intention of asking for full decoupling, Staff recommends the Commission

eliminate this reporting requirement for TOP.

1 1

1 2 Q.

1 3

1 4

TEP has requested to be relieved of the requirement that it file an Annual Letter of

TEP's Code of Conduct as required by Decision No. 62767, dated August 2, 2000.

Does Staff believe TEP should be granted this request?

1 5 A.

1 6

17

1 8

Yes. TEP states this requirement was related to electric competition and has been superseded

by TEP's new Code of Conduct, which was approved in Decision No. 75033, dated April 23,

2015. Decision No. 75033 approved a UNS Energy Corporation Code of Conduct. This

Code of Conduct is applicable to the arE]iates of UNS Energy Corporation, one of which is

19 TOP. Finding of Fact No. 1 indicates this approved Code of Conduct "updates UNS

20

21

22

23

Energy's previously approved Code of Conduct". As tris updated Code of Conduct does not

include Reporting Requirements, it is reasonable to conclude the Reporting Requirement

requiring TEP to Elle an Annual Report listing all "Extraordinary Circumstances excusing

TEP's compliance" vldth the Code of Conduct approved by Decision No. 62767 is no longer

24 in e ffect.

25
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1 Q.

2

TEP has requested to be relieved of the requirement that it file an Annual Summer

Preparedness Report for the Cyprus Sierrita substation Certificate of Environmental

3

4

Compatibility ("CEC") as required by Decision No. 69680, dated June 28, 2007. Does

Staff believe TEP should be granted this request?

5

6

7

8

9

10

Yes. In Decision No. 69680, TEP was ordered to submit annually a summer preparedness

report that documented the ability of 'REP's Green Valley area 46 kV system to timely restore

service to all customers served from the Green Valley substation and Canoe Ranch

Substation following outage of the 138 kV South to the Green Valley line outage (Condition

4(a)). This condition was to remain in effect until a new 138 kV transmission line built by

REP from South Substation to Cyprus Sierrita Substation with an interim interconnection at

11

12

13

14

15

16

Green Valley Substation become operational. On June 27, 2013, in Docket No. L-00000C-

95-0084, TEP filed a Notice of Completion of Certificated Project in which it stated that the

construction of the 138 kV transmission line had bc€I1 completed in its entirety and energized

as of June 25, 2013. Staff believes that given the construction of the line has been completed

the reporting requirement is no longer in effect and TEP's relief request in this instance

should be granted.

17

18 Q.

19

20

TEP has requested to be relieved of the requirement that it tile an Annual Sign

Replacement Report for the Cyprus Sierrita substation CEC as required by Decision

No. 69680, dated ]ume 28, 2007. Does Staff believe TEP should be granted this

21 request?

22

23

24

25

26

A.

A. Yes. In Decision No. 69680, TEP was ordered to submit annually a Sign Placement report

that documented the location of signs in public rights-of-way giving notice of the

construction of the 138 kV transmission line built by TOP Boom South Substation to Cyprus

Sierrita Substation in what was referred to as the "Phase Two" corridor in the CEC. On June

TEP f iled a Notice of Completion of27, 2013, M Docket No. L-00000C-95-0084,
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1

2

3

4

Certificated Project in which it stated that the construction of the 138 kV transmission line

had been completed in its entirety and energized as of_]une 25, 2013. Staff believes that given

the construction of the line has been completed, the reporting requirement is no longer

needed and TOP's relief request in this instance should be granted.

5

6 Q.

7

8

9

TEP has requested that UNS Electric, Inc. be relieved of the requirement that it file

an Annual Self-Certification Letter identifying progress made with the conditions set

out in the CEC for the Vail substation to the Valencia substation as required by

Decision No. 71282. Does Staff believe TEP should be granted this request?

10 No. As this requirement pertains to UNS Electric, not TEP, Staff believes this request

11 should be made by UNS Electric.

12

13 Q.

14

15

16

17

18

19

TEP has requested to be relieved of the requirement that it tile an Annual Self-

Certification Letter identifying which conditions have been met in the CEC

authorizing construction of a double circuit, 345 kV transmission line running from

TEP's South 345 kV Substation to a proposed TEP Gateway Substation in Nogales,

Arizona in Santa Cruz County with a 115 kV interconnection to the 115 kV Valencia

Substation and 345 kV line to the international border as required by Decision No.

64536, dated January 15, 2002. Does Staff believe TEP should be granted this request?

2 0

21

22 2.

23

24

Yes. In Decision No. 73625, dated December 12, 2011, issued in response to the Seventh

Biennial Transmission Assessment, the Staff recommendation to suspend efforts to upgrade

the reliability to continuity of service and new Uans@ssion construction for Santa Cruz

County due to the high cost of capital upgrades was adopted in the ordering language.

Therefore, TOP's relief request in this instance should be granted.

25

l II l

A.

A.
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1 Q.

2

3

4

5

6

TEP has requested that it be relieved of the requirement to develop a data base of

existing renewable energy resources within its senn'ce area vdthin six months from the

effective date Gune 1, 1994) of Decision No. 58643, revise it annually and submit to

Staff each year as part of the historical data filings required under Integrated

Resource Planning ("IP") mies (R14-2-703 (A) and (B)). Does Staff believe TEP

should be granted this request?

7 A.

8

9

10

11

Yes. TEP states that this requirement is moot as it derives from a 1993 Decision based on

the previous version of the IP rules which were subsequently suspended and then

superseded in 2010. Additionally, similar information is being provided in accordance with

current IP mies. TEP's Renewable Energy Resources are detailed in its most recent IP

Plan Blind, dated April 1, 2014, in Docket No. E-00000V-13-0070.

12

13 SUMMARY OF RECOMMENDATIONS

14 Q. What are Stay's Recommendations in the testimony presented here?

15 A. Regarding TEP's proposed Prepay Metering Program, Staff recommends the following:

16

17

18

19

20

21

22

23

24

The Program be approved as a Pilot Program for at least twenty-four months.

The Program exclude customers relying on an electrical device for medical survival.

The Program not be included in TEP's Energy Efficiency portfolio.

TEP receive a waiver from providing a written disconnect notice as required under

R14-2-211(D) for the purposes of this Program.

TOP Lifeline customers be allowed to participate in the Program.

TEP modify its Prepay Service Agreement in accordance with Staffs

recommendations and File it with Staff for analysis, review and approval prior to the

25

26

implementation of the Program.

The rates and charges may need to be revised, pending Staff review.

l I
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1

2

Regarding TEP's request to be relieved of certain compliance requirements, Staff

recommends the following:

3

4

5

The following Retail Electric Competition Rules be suspended until further order of

the Commission:

6 O

7 O

8 o

9 O

Systems Benefit Charge Filing (R14-2-1608 (A))

Amntwr Electric Competition Filing (Rl4~2-1613 (A) and (8>)

Annual Consumer Information Label (R14-2-1617 (A), (C), (D) and (G))

Annual Disclosure Report (R14~2_1617 (G) and (E))

10

11 REP continue to File an Annual Update to its Electric Load Cuttanilnnent Plan as

12 required by Decision No. 66034.

13

14

15

16

TEP be relieved of the requirement that it File a report every (5) Eve years listing

potential improvements to SpNngervlille Units 1 and 2 that reduce emissions and costs

associated wi th the improvements as ordered by Decision No. dated65347,

17 November 1, 2002.

1 8

1 9 TEP be relieved of the requirement that it Elle an Animal Cost Containment Report

required initially by Decision No. 59594.20

21

22 TOP continue to File an Annual Estimated First or Final Bill Report as required by

23 Decision No. 64180.

24

25

26

TOP be relieved of the requirement that it File a Full Decoupling Report in

connection with its LFCR annual adjustment as required by Decision No. 73912.
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1

2

3

TEP be relieved of the requirement that it File an Annual Letter of TEP's Code of

Conduct as required by Decision No. 62767.

4

5

6

TEP be relieved of the requirement that it File an Annual Summer Preparedness

Report for the Cyprus Sierrita substation CEC as required by Decision No. 69680.

7

8

9

TOP be relieved of the requirement that it File an Annual Sign Replacement Report

for the Cyprus Sierzrita substation CEC as required by Decision No. 69680.

1 0

1 1

1 2

13

UNS Electric not be relieved of the requirement that it 81e an Annual Self-

Certiication Letter identifying progress made with the conditions set out in the CEC

for the Vail substation to the Valencia substation as required by Decision No. 71282.

1 4

1 5

1 6

1 7

1 8

1 9

20

TEP be relieved of the requirement that it file an Annual Self-Certification Letter

identifying which conditions have been met in the CEC authorizing construction of a

double circUit, 345 kV transmission line running from TOP's South 345 kV

Substation to a proposed TEP Gateway Substation in Nogales, Arizona in Santa Cruz

County with a 115 kV interconnection to the 115 kV Valencia Substation and 345 kV

line to the international border as required by Decision No. 64536.

2 1

22

23

24

25

TEP be relieved of the requirement to develop a data base of existing renewable

energy resources within its service area within six months from the effective date

Quite 1, 1994) of Decision No. 58643, revise it annually and submit to Staff each year

as part of the historical data 'filings required under IP rules (Rl4-2-703 (A) and (B)).

26
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/

1 Q. Does this conclude Staffs direct testimony?

2 Yes, it does .

\

5

A.

I l
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EXECUTIVE SUMMARY
TUCSON ELECTRIC POWER COMPANY

DOCKET nos. E-01933A-15-0.22 AND E-01933A-15-0-39

The Arizona Corporation Commission Utilities Division's ("Staff") surrebuttal testimony
addresses the rebuttal testimony of Tucson Electric Power Company's ("TEP") witnesses Craig
Jones and Denise Smith regarding TEP's request for the implementation of an optional Prepay
Metering Program.

Regarding TEP's proposed Prepay Metering Program,Staff recommends the following:

The Program be approved as a Pilot Program for at least twenty-four months.

If TEP proves it is able to accurately determine when a customer moves into the
higher usage kph, Staff recommends that the energy rates for the Prepay Program
shod equal the energy rates of the Residential Electric Service ("RES"). If REP
proves it is unable to accurately determine when a customer moves into the higher
usage kph, Staff recommends that the energy rate for the Prepay Program should
equal the first tier energy rate of the RES for all kph usage.

The Program exclude customers relying on an electrical device for medical survival.

The Program not be included in REP's Energy Efficiency portfolio.

REP receive a waiver from providing a written disconnect notice as required under
the Arizona Administrative Code § R14~2-211 (D) for the purposes of this Program.
REP Lifeline customers be allowed to participate in the Program.

REP modify its Prepay Service Agreement in accordance with Staffs
recommendations and File it with Staff for analysis, review and approval prior to the
implementation of the Program.

REP should provide to Staff the third-party evaluation of the Prepay Program witibin
(60) sixty days of the completion of the evaluation. REP should also include its
recommendation as to whether the Prepay Program should be implemented on a
permanent basis, continue as a Pilot Program for an extended period of no more
than an additional (24) twenty-four months, or be discontinued.
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1 INTRODUCE ON

2 Q. Please state your name, occupation, and business address.

3 A. 1121118 2.11

4

5

My is Matt Connolly. I am Executive Consultant II employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff"). My

business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Have you previously Bled testimony in this docket?

8 A.

9

10

Yes. I filed direct testimony regarding Tucson Electric Power Company's ("TOP") request

for the implementation of an optional Prepay Metering Program and its request for the

elimination of certain compliance requirements.

11

12 Q. What is the scope of your surrebuttal testimony in this case?

13 A.

14

My surrebuttal testimony addresses the rebuttal testimony of TEP witnesses Craig Jones and

Denise Smith regarding the proposed Prepay Metering Program.

15

16

17 Q.

18

THE COMPANY REQUESTED PREPAY PROGRAM

Please describe the rate charges TEP made in its proposed Prepay Program in its

Rebuttal Testimony.

19 A.

20

21

22

23

24

25

In its rebuttal testimony, TEP modified the proposed kph rates upward. As a result, in its

proposed Prepay Program, TEP changed the first Energy Delivery rate assessed in both

summer and winter for the Erst twenty (20) kph per day from $0.064000 to $0.065000. TEP

also modified the second rate of $0.079000 which will be applied to kph over (twenty) 20 per

day to $0.084000. The Program also now proposes a $17.00 monthly basic service charge to

match the proposed Basic Residential monthly service charge. Combining the $17.00 with

the proposed $5 equipment and systems adders brings the total to $22.00.
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1 Q . Has Staff revised its recommendations regmdimg the monthly customer charge and

2 the energy rate?

3 A.

4

5

6

7

8

Yes. In the surrebuttal testimony of Mr. Howard Solganick, he proposes to reduce the

monthly customer charge for the standard residential rate schedule from Staffs

recommendation from $17.00 to $15.00. In addition, Mr. Solganick has revised the Erst tier

energy rate to $0.064008 and the second tier energy rate to $0.080588. As a result, for the

Prepay Program, Staff now recommends the customer charge and energy rate be consistent

with Mr. So].ganick's proposed changes.

9

1 0 Q . Does Staff have any concerns van°th these proposed Prepay Program energy rates?

1 1 A.

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

Yes. Staff has some concern about the application of the current TEP proposed energy rates.

TEP states that although they can track daily energy consumption for a Prepay customer,

TOP is unable to determine when in the daily billing cycle a Prepay customer would move

from one energy rate tier to the next. Therefore, TEP is proposing to use a weighted average

of the Residential Electric Service ("REs"l energy rates in order to calculate the Erst tier

energy rate for the Prepay Program. ' The energy rate for the second tier of the Prepay

Program would be equal to the proposed second tier RES energy rate. As a result, the

current proposed first tier energy rate for the Prepay Program is slightly higher than the

current proposed Erst tier energy rate for RES.

2 0

2 1 Q . Does Staff have an alternate proposal regardirmg the Prepay Program energy rates?

22 A.

23

24

25

26

Yes. Although TOP states it may be difficult to track when a Prepay customer moves into

the next energy rate tier, Staff believes there should be no difference in the energy rates

charged in the Prepay Program and the RES especially as this would be a Pilot Program. In

addition, Staff is unaware of any other regulated utility with a prepay program that employs

energy rates that differ from its residential energy rates. Further, using the same energy rates
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1

2

3

4

5

6

7

8

for the RES and the Prepay Program provides the opportunity to reduce TEP customer

confusion. TEP will have the opportunity to revisit its Prepay Program rate structure at the

end of this Pilot Program. Therefore, if 'REP proves it is able to accurately determine when a

customer moves into the higher usage kph, Staff recommends that the energy rates for the

Prepay Program should equal the energy rates of the RES. However, if TEP proves it is

unable to accurately determine when a customer moves into the higher usage kph, Staff

recommends that the energy rate for the Prepay Program should equal the first tier energy

rate of the RES for all kph usage.

9

10 Q. As mentioned above, TEP's Prepay Plan will include an additional $5 adder to cover

11

12

the costs of equipment and system implementations for the Prepay Program. Is Staff

in support of these additional fees?

13 A. Yes. TEP states that there are three monthly fees with a combined total of $5 that are

14

15

16

17

18

19

20

21

applicable to the Prepay Program due to the unique requirements of a Prepay customer. A $2

fee to cover the cost of the cellular system required by the meter to facilitate on demand

disconnection and reconnection, a $1 fee for partial recovery of the cost of the meter to be

installed at the customer's premise and a $2 fee as an incremental charge towards the cost of

upgrading the data management system and billing interface required to provide the Prepay

service. As previously testified, Staff does not have any reason to dispute the amount and

application of these fees. Staff was also unable to determine whether or not the amount of

these fees reflects the true costs of implementation and use and believes these fees are only

22 estimates at this time. Therefore, these costs shod be tracked under the Pilot Program.

23



I I ll

l | I.

I

Surrebuttal Rate Design Testimony of Matt Connolly
Docket Nos. E-01933A-15-0_22 et al.
Page 4

1 Q.

2

3

TEP vsn'tness Ms. Denise Smith indicates in her Rebuttal testimony that TEP

continues to plan to include the Prepay Program as part of its 2016 Energy Efficiency

("EE") portfolio. Does Staff continue to have any objections over such an inclusion?

4 A.

5

6

7

8

9

10

11

12

13

14

15

Yes. Staff does not change in its belief that the Program is a billing option and not an energy

efficiency program. The perceived conservation of energy may be simply as a result of

customers who run out of money and are disconnected. Ms. Smith appears to signal that

implementation of the data management tools TEP will make available to Prepay customers

in order to manage their energy usage Won't take place unless the proposed Prepay Program

is approved as part of TEP's EE portfolio. However, as Staff is under the impression that

these are the same tools for which TEP is already proposing to charge each Prepay customer

an additional $2 per month, Staff is not swayed by this point. Staff is open to the possibility

that Prepay customers may be willing to modify their energy use with conservation efforts but

believes before TEP submits the proposed Prepay Program as one if its EE programs, it use

the Staf f  proposed twenty-four month Pi lot period to generate data prov ing Prepay

customers are voluntarily using the Program to reduce energy usage.

16

17 Q. . TEP vldtness Ms. Demise Smith indicates in her Rebuttal  testimony that TEP

18

19

20

continues to plan to include Section 20 in its Prepay Service Agreement which

addresses the closing of Prepay accounts due to nonpayment. Does Staff continue to

have any objections to this?

21 A. No.

22
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1 Q-

2

3

In the Rebuttal Testimony of TEP witness Craig Jones, he reiterates that all

customers will be paying a Service Establishment Fee, including Prepay customers.

Does Staff continue to have an objection to this?

4 A.

5

6

7

8

9

10

No. In discussion with Staff, TOP indicated that the Service Establislnrnent Fee would only

apply to new TEP customers who elect to use the Prepay Program and would not apply to

existing customers who move to the Prepay Program. However, Staff requests that the

amount of the Service Establishment Fee (currently at $32.00 and proposed at $38.00)

determined in this rate case be clearly indicated in the Prepay Service Agreement as a separate

and additional charge for a new customer in addition to the at least $20.00 to establish a

Program balance, and that TEP ensure all Prepay customers are informed in advance of

11 program election.

12

13 Q.

14 A.

15

16 seasons.

17

18

19

20

Does Staff have any new recommendations regarding TEP's Prepay Program?

As mentioned in my Direct Testimony, TEP is proposing a third~pmv evaluation of the

Prepay Program not less than 24 months after (i) the launch of customer enrollment, and (ii)

two successive "high bill" At the end of the 24 month period, REP should provide

to Staff the third-party evaluation of the Prepay Program. TEP should also include its

recommendation as to whether the Prepay Program should be implemented on a permanent

basis, continue as a Pilot Program for an extended period of no more titan an additional (24)

twenty-four months, or be discontinued.

21

22 SUMMARY OF RECOMMENDATIONS

23 Q. What are Staffs Recommendations in the surrebuttal testimony presented here?

24 A. Regarding TEP's proposed PrepayMeteringProgram,Staff recommends the following:

25

26 The Program be approved as a Pilot Program for at least twenty-four months.
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1

2

3

4

5

6

7

8

9

10

11

12

13

If TEP proves it is able to accurately determine when a customer moves into the

higher usage kph, Staff recommends that the energy rates for the Prepay Program

should equal the energy rates of the RES. If TEP proves it is unable to accurately

determine when a customer moves into the higher usage kph, Staff recommends that

the energy rate for the Prepay Program should equal the Erst tier energy rate of the

RES for all kph usage.

The Program exclude customers relying on an electrical device for medical survival.

The Program not be included in TEP's Energy Efficiency portfolio.

TEP receive a waiver &om providing a written disconnect notice as required under

Arizona Administrative Code § R14-2-211 (D) for the purposes of this Program.

TEP Lifeline customers be allowed to participate in the Program.

TEP modify its Prepay Service Agreement i n accordance wi th Staffs

recommendations and File i t with Staff for analysis, review and approval prior to the

14

15

16

17

18

19

implementation of the Program.

TOP should provide to Staff the third-party evaluation of the Prepay Program within

(60) sixty days of the completion of the evaluation. TEP should also include its

recommendation as to whether the Prepay Program should be implemented on a

permanent basis, continue as a Pilot Program for an extended period of no more than

the next rate case decision, or be discontinued.

20

21 Q . Does this conclude your surrebuttal testimony?

22 A. Yes, it does .


